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PHSFACS 



The purpose of this papei' is to CTolve a satis- 
factory and sound retirement system for the United states 
Navy "based on established and prored scientific prin- 
ciples governing such syatems. The study aeeas timely in 

tliat a study of the United States Mary Retirement Uysteia 

. A 

is now being undertaken in Vrashxngton» ))• G. 

In the approach to the problem of evolving an 
adequate and sound retirement system and the extent to 
which it might be aiiailar in the several services, it is 
the intention of the writer to discuss and compare the 
existing retirement systeraa of the United States ^^avy, the 
Federal civil service, the public employees of the State 
of Ohio and, where pertinent, to discuss phases of the re- 
tirement plan provided for the Foreign Service Officers of 
the State Oepartaent of the United States and that pro- 
vided for industrial workers by the Social Security Act of 
1935* In Chapter I an attempt will be made to acquaint 
the reader with a brief history of retirement thinking and 
its social philosophy as well as the objectives sought by 
the adoption of retirement plans* Chapter II will deal 
with the operation of the several systems as regards their 
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adaainistration and source of funds. Coapariaon of the 
henefity and equities acquired by aeiabers of the scTeral 
systCKis will be the subject material of Chapter 111* 
Chapter IV discusses the need of a new concept in retire- 
raent system operation in the United States Bary and pro- 
poses a plan for tliat service which would be socially 
acceptable. General conclusions and needs for action are 
susjisarized in Chapter V. 

The author wishes to express his a in cere jjratitude 
to Dr. Imrvey Calker for the giving of his time and 
patience and for his invaluable assistance in the prepara- 
tion of this thesis, i'or the thesis aa finally presented, 
the author takes full responsibility. 
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IKTHODUCTIO:? 



ilie study of retirement plans and their application 
presents niany interesting and important problemo. The 
necessity for such plans in all areas of seryicet vTaether 
government, military, or industry, is now an eatahlished 
and generally accepted fact* _ Retirement systems have 
hecome recognlr.ed as an important tool in building up the 
Biorale of our several services as well as an instrument of 
provision for support in old age* y^Yot the military and 
the civil services have different philoaox^hies about the 
operatiora of this ao-called tool* Much of that difference 
is accounted for by the fact that legislation establishing 
a i‘e tire-men t program for our civil services io relatively 
recent, while that for our military services dates back 
to colonial days* The concept of retirement systems in 
our civil service is to provide for security in old age— 
that period when a person ia no longer productive* On 
the other hand, retirement benefits in our militfiry ser- 
vices have been considered rewards for satisfactory 
servi ce . 

liTow all retirement plans need not be exactly the 
same to be good retirement plans, as Lewis ileriam says, 
retirement syateias ax’e good if they fulfill the require- 
ments of that branch of service to which they apply and 
at tlie same time are fair to employees both as a class 
and as individuals, as well as satisfactory to a public 
appreciative of the social value of a system and, of 
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course, financially sound. ^ Certainly, however, an 
objective study of retirement systems ought to reveal the 
existence of operating principles common to all systems. 
That these co.mmon principles do not exist is a fact 
illustrated by the different social philosophies back of 
our civil and military retirement systems. Can such a 
difference be justified? The writer thinks not, and it 
is one of his purposes in the thesis that follows to show 
that the first step which must be taken in order to 
establish a sound retirement system for the U. C. Navy is 
the acceptance of an entirely new principle of social 
philosophy. 



1 Lewis Meriara, I-Tinciples Governing the Retirement 
of Public Employees, p. 45. 
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A BRI7.P historical ASD i»HiLOiO?llIGAL BACiCaROU’W CJf 
UILITART AMD CIVIL RSTIXl'^OMr JfOT^.'iS 

In our efforts to understand the differencoo in 
social philosophy unclerlyin-^ the oeTeral retirement oya- 
tcas, a study of the historical hackgrourid of our naval 
and civil service rctirersent plana is hoth interesting 
and enlightening# The social philoaopiiy governing the 
thinking of practically all the retirement plans in the 
United States, lyith the exception of the nilitary serv- 
ices, is aisiilar* One of the hases of this difference 
lies in the historical origin of the plana and in the 
static characteristics of the ajilitary plana as opposed 
to the dynamic tendencies of those of the civil service. 

It is essential to ly^-rive at a common understanding of 
the social philosophy of retix*eaent plans hefore it is 
possible to develox) any common principles for the opera- 
tion of such systems. John Horrocks has stated that 
throughoat history philosophy has been the springboard 

O 

for objective research. Thus, if we consider tfiat the 
task of philosophy •'*ia to form as consistent as possible a 
general conception of our collection of experiences so 
that we can guide our conduct in accordance with the 

2 John S. Horrocko, Bduoatlonal Research Bulletin , 
Vol. XOT, Jo. 7, p. 187 > October 15, 1347. 
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general conception ** we can readily the neceooity for 
studying the backgroimd of present retiremetit syaterjs in 
an effort to ‘‘collect our exiisriencea- ** .Ihould they he a 
re'^ard for service, or a gratuity, or should they he 
essentially a provision for security in old age? Xi'te Havy 
oysteK, intentionally or otherwise, !iaa teen evolved ou 
the forsior philosoplij' uhereas moat other plana liave hesn 
■baaed on the latter* An historical approach ti»y serve to 
show the reasons for the difference in concept. The snd 
result of all retirement plans is security in old age, hut 
it is the nethod of achieving this end that accounts for 
the different concepts in tbs several services* 

Military pensiong 'r^d their origin far hack in 
history. During the seventeenth &ad eighteenth centuries 
pensions were granted as rewards for faithful silitary 
service hy aevereigns as an act of grace There was no 
right to such reward or gratuity on the part of tl® 
individual and ahsolutely no obligation on the part cf 
the Crown, irhascs of service other than military were 
gradually included In the eligibility for such remrds 
hut there was no right of the individual to these rewards. 
They were gratuities pur« and alnple. Staployeeo wars 



3 J. 3. iialdane , *rh.g Dcieneea and Philoooph:/ , p- 4. 

4 The Cuke of K&rlhoroagh had ac a result of his 
military service an estimated yearly income from gratui- 
ties amounting to 62,3^5 pounds in 1705. (Ceox'gc 
Saintsbury, '.n^l i bIi #or thie a- -far Ihorou^h . p. 147). 
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raerely tools* The British made such an interpretation of 

retirement ‘benefits quite plain in their Act of 1834* 

section 30 of the Act of 1834 specifically sUitea 

. . *provided almiys, that nothin? in tltio Act con- 
tained aiiall extend or "be construed to extend to 
giTS any person an absolute ri,'?ht to compensation 
for past serrices, or to any superannuation or 
retiring allomnce under this Act» or to deprive 
the fJommissioners of His i^ajesty^s Treasury, and 
the heads or principal officers of the respective 
departments of their powr and authority to dis- 
miss any person from the public service \rlthout 
c osape n sa t i on • 5 

The employee had no definite rights to any benefits what- 
soever* 



This heritage of pension thought was brought to 
cur colonies from England and formed, the basis of our 
first x'etireseat systems, which were for tins military 
services. Tiie first national pension law, passed on 
August 26 1 1776, was sound in philosophy. It pi*ovide-d 
one half pay for life or during disability to any officer, 
soldier or sailor losing & limb or becoming disabled in 
the service of ttis United Itates so as to reader him 
unable to earn a livelihood*^ This was definitely based 
on a realiaation of the socifiJ. renponsibilliiets of the 
government. Hoifever, durirtg those dismv%l, disheartening 
and discouraging periods experienced during the 



5 Francis Mams, Editor, The Post Tear Book 193g- 
1933 . p. 508. 

6 .lililata Henry Glassoo, Fe deral iCilitary Pensions 
in the \U 3. . p, 38. 
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He volutionary ^ar measures had to be taken to encourage 
personnel to reisjain in the ailitary services rather than 
go back to their homes* Congress on Z&y 15, 1778, passed 
a law providing for a i^ansion of one half pay for seiren 
years to all officers in the jaiiitary 4<^rvices who re- 
taainei on duty aritll the end of the war* This was the 
legal inauguration of reward for service pensions in the 
United States- From this beginning and oa this basis of 
reward for service oar ailitary retirement systeiss have 
grown to their present day status- ilsnefits iiave changed, 
but not the basic phiiosopriy- In the words of William 
Henry Claason, 

*..a oilltary pension is e regular payment Jaade 
by a government to -one wtio has served in its 
anscd forces, or to hia widow or dci^endent 
relatives- It is a gratuity given to former 
aoldiero or saiiore or their relativeu for rea- 
sons satisfactory to the government whether as 
cciapcnsaticn for physical injuries, or to 
relieve ’rant or purely as a reixard-'^ 

It ia upon this philosophy that the military retirsriont 

systems continue to be operated today. 

The Ifavy “'.etircrsent system is intereating in Its 
development. Initially, it .ais created far disabled 
personnel and dependenta. However, by an o,ct of 13C7, 
seamen and marines were entitled to receive one Isalf of 
their active duty pay after twenty years of service if 
from age' or infirmity they ware disabled frmn oca service. 



7 Xbid ., p. 1 
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ThG criminal fuavl to take care of ‘benefits under this plan 
wa3 dsriTed froa the fiovcrnaent^ s oharc of sioney from 
prises taken at sea. Although incoice frow thie fund ms 
insufficient to keep up with hsnafit payaents after 1870, 
an act of 186?^ pledged the pul'll c credit to ra^e up any 
deficiencies in the fund, ly IS'30 the income fro'u the 
fund wao leao than ten per cent of the actuod payment a of 
■benefits male in connection with the naval aervice. Thus 
as 'benefit payment s increased the appropriations necessary 
to meet these payments had to be increased, direct appro- 
priations still take care of the Kavy detireMfjat >yatesi. 
HovTSVsr, the sailor or marine of today needs only to meet 
the t'.venty year service stipulation of tte Act of 1067 in 
order to qLualify for retired pay. The added stipulation 
’*if from age or infirmity they \vere disa'bled from sea 
service” is no longer required under current laws. At the 
outset our iiilitary service pension plans EJight "be said to 
have been based primarily on the realisation of social 
responsibilities, but in their subaequf^nt development and 
interpretation they beesaae rewards for aervice* 

The history of our civil seryica retirement plans 
presents a different picture, federal Civil .3ervi<se 
ietirement legislation was cxtrsifiely slow of adoption 
partly because of the spoils system and the general dis- 
repute in which the public servioe wao held and partly 
becaiiae public enployeas were not strong politically. 

Then too Congress had been preoccupied in dealing with 
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legislation concerning «ar pensions* Civil War pension 
disbursement was monumental in its inefficiency and 

Q 

corruptness. Congress was afraid of the political 
resources of ex-service groups. It was felt that a pen- 
sion progr;:tm for the Civil :'jervice would be a terrific 
drain on the Treasury and demoralising as we 11.'*^ 

The rise of democratic government during the nine- 
teenth century made many changes necessary. Autocratic 
principles yielded to welfare. Government began to 
recognize its responsibilities for its employees. The 
need for an adequate retirement plan for civil service 
employees, based on scientific principles, was recognized. 
The unfavorable and unsound features of the military and 
naval systems were brought to light* An effort to settle 
the social philosophy upon which retirement systems should 
rest was approaclaed scientifically, duch investigations 
culminated in the federal Civil Service Retirement Act of 
Hay 83, 1930. This plan was by no means perfect. However, 
it has been dynamic in character, changing as proven 
criteria have pointed the way. 

Tears of experimentation with and inveatigation of 
retirement plans have culminated in the general acceptance 
of a social philosophy for retirement plans. They are for 



8 Ibid . , Chapter III. 

9 Ifenry d. Pritchett, docial Philosophy of Pensions , 

p. 70. 
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the jood of tiie state as well as of the employee. They 

should provide for old age, illness, uncraployment and 

dependents. They should he contributory and equities 

should he developed in such systems as a matter of ri^jht-^^ 

They should he considered as being i>art of a person's pay. 

These are hut a few of the principles of the accepted 

social philosophy regarding retirement systems which will 

he discussed in subsequent pages. In this chapter it is 

desired to show that retireiaent systems arc primarily for 

old age security and not rewards for service. This 

thought is supported by Lewis Feriam in his statement that 

...emphasis once again must he placed on the 
fact that the retirement device is an insurance 
system not created to give a particular class a 
leisure period at the end of life hut to pro- 
tect them from the loss of earning capacity due 
to advancing age. 11 

Retirement plans should not provide a person with a 
"chance to rest." Such thought is not in keeping with the 
generally accepted philosophy of pension programs* In 
order to develop our society to the fullest every person 
has a social responsibility to remain productive until he 
reaches a socially accepted age for retirement. should 
not he remrded for service hut rather he should he 
assured of security after his earning power has gone. In 



10 Paul Btudeasky, Pension Prohlem and the 
Philosophy of Contributions , p. 9. 

11 ireriasa, op. clt ., p. 399. 
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the fulfilltaent of thia objective, the retirement benefits 
of the individual should he considered as a right be- 
longing to him when he has reached this stage in life and 
not as a gratuity in any sense of the word. This philoso- 
phy is generally accepted today. Kosher and Kingsley 
state that “retirement allov/ances are now looked upon, 
not as acts of charity which sters from the generous and 
humanitarian motives of an enlightened employer, but as a 
deferred wage to which the employee has a definite right. 
Indeed, the voters of New York State have gone so far as 
to pass a constitutional amendment, declaring that be- 
ginning with 1940, “acmberohip in any pension or retire- 
ment system of the state or of a civil division thereof 

shall be a contractual relationship, the benefits of 

IP 

which shall not be diminished or impaired. “ 

It must be remembered that the social philosophy 
governing sound retirement plans permeates every pluiae 
of such plans. In order to arrive at scientific principles 
applicable to pension programs we must be continually aware 
of socially accepted and sound beliefs. Thus throughout 
our discussions of amounts of benefits, the rights of 
persons to such benefits, age and conditions of retirement, 
the costs of pension systems, their administration and all 
other phases of such plans the generally accepted social 



12 William 3. Mosher and J. Jlonald Kingsley, 
Public Personnel A^iministration , p« 507. 
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philo30x>hy and how it ia derived will ho discussed. There 
should he no arbitrarily conceived hens fits for any p;ir- 
ticalar group within oar society without just basis. 

Ob.lectives of Retirement Plano . The fundanental 
objectives of the retirement gyatems of the several 
government services should be siailor. Retirement systems 
ohould improve the cliaracter of the service, whether 
military or civil, and they should also bs considered as 
a valuable agency of social insurance. It ia the manner 
in which the several government services attempt to achieve 
these objectives by use of their retirement plans that 
accounts for their difference in operation. The objectives 
of retirement syatems sought by the general public are tlie 
same for all governmental services— high quality of service 
and the social welfare of the servant. It is a common 
objective of all services to eliminate those who have lost 
their efficiency. It is hardly necessary to point out 
that retention of such personnel in any service would 
choke the avenues of advancement, provide inefficient 
service and increase the cost of government adminiotra- 
tion. Such procedure would cause discouragement and low 
morale and make it difficult to attract, much less to 
hold, the better men in the service. All the government 
services have common and similar responsibilities as to 
the disability or death of tlKJir personnel. 3uch 
responsibilities differ in degree as to whether such 
disability or death is in line of duty or not in line of 
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duty and, oi' course, whether or not misconduct was in- 
Tclved* “?s must determine the responsibilities which 
should he assumed toward the deceased employee *o feaaily. 
This is definitely a social rasponsihility which seems 
incumbent on the employer and which should have a common 
expregaiOQ in all services* 

Old a^e or superannuation henefita are a common 
objective. It is agreed by all tl^iat it is a general 
social responsibility to take care of our old and faithful 
employees. It is the ’♦reward for service concept of the 
military which is largely responsible for the difference 
in benefits in this area of retireraeat plans. This will 
be discussed in a later chapter. I4st it suffice here, 
however, to say that the objectives of all services should 
be based upon taking care of their employees in their old 
age. If we reach wliat may be determined as ’♦old age’' or 
superannuation at an earlier age in the military than in 
other government services then age differentials are 
justified, and adjustments should be made accordingly. 

The concept, however, would reraain eimilar in the several 
services. As will be discussed later, the United ritates 
Department of Jtate has made adjustments along such lines 
for its Foreign Service Officers. Reward for service as 
a basis of superannuation benefits should be discarded. 
Retirement allowances should be used as a provision for 
old age and for promotion of efficient service--not as a 
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revfard for aervicea rendered*^^ 

In the achievencnt of auch ohjectivoa as are coimnon 
to the several sovernrient services and of •v?hich & retire- 
aent plan io hut one of many tools# it ia necessary to 
recognise the individual differences hetisraen the several 
services just aa we do in individual persons. The per- 
sonnel aysten of the tlnited -Itates Havy places its de- 
pendence on i^merican youth. The age of entry into the 
naval service of the large majority of "both officer and 
enlisted personnel, is hetween eighteen and twenty. 
Fror.otion is from within* except of coui*se in times of 
mr when civilians he cosamisaioned in the Haval 
Reserve. In other services* however, there may he a 
higher average age at the entry level, such as in the 
J?Greign ‘:iervice* or there nay he appointment to positions 
at any level in the service from candidates outside the 
service. Thus when ws speak of the objective 3 of retire- 
ment plans as being similar among the several services 
v(Q are speaking of fundamental objectives. Those serv- 
ices that allow for a late age entry must make provisions 
for such late entrants in their retirement plans. As has 
been stated ** there is no model oystsm that would be 
applicable for ail services." However, this does not 



13 ■’'unicipal -Finance Officers Association of U.3. 
and Canada, Hetireaeot Systeraa for PtAblic Employees , p. 3- 

14 Meriam, 00 . cit ., p. 388. 
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preclude the operation of different eystemo on accepted 
principles. 



CHAPTER II 



Til. 0.F R-.TiIi.Mr.J3T aY3T&M3 

If we are to hare a retirement plan. It is of para- 
mount importance to have funds to pay the benefits which 
accrue under such plans. There arc three methods by which 
these funds to meet retiresaent benefits inay be aecur'ed. 
First, the trhoily contributory method wherein the employee 
pays in full for hia retirement benefits; second, the 
noncontributory method wherein the employee pays nothing 
tOTiard his retii*ement benefits, all necessary funds being 
supplied by the government from appropriations for that 
particular purpose; and finally, the partially con- 
tributory plan wherein the employee pays a certain per 
cent of his salary toward his retirement benefits and 
t)ie employer pays a certain per cent ox’ matches the suiti of 
the employee, provided certain requirements of age and/or 
service are met by the employee. 

Agitation against the non contributory system has 
been based on our generally accepted social phllosopliy. 

It is felt that noncontr Ibutory funds are demoralising to 
men. A free pension keeps a person on a particular Job or 
in a particular service. He loses his feeling of freedom 
of aovement* In other words such a method is one of 
negati%'e motivation. A noncontributory retirement fund 
suggests that benefits are a gratuity when in reality they 
should be considered as earned. It is possible for 



■benefits ^aaed on noncontributory methods to be cut off or 
reduced in times of stress. 

overy person in our society should realize the 
importance of tlsrift. 'Hie principle of saring is in 
harmony with our social evolution.^^ The non contributory 
mathod is certainly not encouraging to thrift* Tlicn, 
too, free pensions invariably enter into salary adjust- 
ments when pay raises are in order* This has been 
especially true of pay raises in the na/al service, 
haring ^orld f^ax II with its accompanying inflation the 
personnel of the Mavy were awarded one pay raise of twenty 
percent* Other areas of endeavor which did not have non- 
contributory rstircaent plans to affect their incrcaso-in- 
pay negotiations received increases greatly in excess of 
those awarded to the military establishsient . 

England adopted a noncontributory retirement system 
in 1834* As has been pointed out previously, such benefits 
are awarded by the Treasury and their decision is final. 

Jir Hobert Hamilton in 1887 sctit a memoranduts to the 
Royal Corsmiasion on Civil isstablishments stating that 
pension payments could not be made on & charitable basis, 
duch payiaentss must be established as a mtter of right on 
the part of the employee, .ie claimed tliat such benefits 
were in reality deferred pay of the employee. However, 
this principle w£is not accepted until 1939 when a law was 



15 v>tudenaky, op. cit ., p. 8 
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passed in ."ngland recOt^niain/^ retirement ‘benefits as 
deferred pay, paya'ble in part on separation, death and so 
forth. However, the 'basic non contributory features of the 
nyatem were retained and civil service salaries in "’n^land 
still remain at a low level. Koncontributory pensions 
have been loobed upon with more and more disfavor "both 
abroad and in the United states. i»uch a oyatom io a 
tremendous expense to the government. 

It may be said that contributioas on the part of 

the employee introduce benefits which arc contrary to the 

interests of the various governmental services. It may be 

claimed that such benefits increase the mobility and 

weaken the control over the employee* This u^jala is the 

application of negative motivation in handling personnel. 

It has been established from past studies that the 

government does not gain from atte:;rpting to acquire 

17 

artificial control over employees. Tm expense of a 
retirement system is an expense for service and is not a 
charity nor a benevolence. 

Just as the noncontributoi*y method is too expensive 
for the government so is the wholly contributory method 
too expensive for the individual, although such a method 
gives the employee greater control over the benefits. A 
partly»contributory system is accepted today as being most 



16 Ibid . , p. 9 . 

17 Heriam, op. cit ., p. 389. 
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sound. Guch a system denotea "both cooperation and recogni- 
tion of Anerican individualism. As retirement plans lose 
the color of charity and philanthropy, the xjsychological 
and moral effect on the employee \<ecaiues definitely posi- 
tive. In our study of government service retirement plans 
operating under this method, i»e shall see that the thrift 
feature is encouraged. Employee contrihutions help pro- 
mote ciearei* puhlic thinking as regards retirement bene- 
fits* Tne public is less likely to agitate against x’e- 
tirement benefits during times of financial stress. ?ith 
the development of a definite right to retirement benefits, 
a wider variety of benefits is available to the employee. 

To the proponents of that school of thought who think that 
the government loses control over its employees when they 
are allowed to contribute toward their retirement, may 
point out that under the partially contributory method the 
government still retains a large measure of control by the 
establishment of certain minimum requirements which must 
be met by the employee before he can receive the employer's 
matching contribution. lewis -sriaKi aptly states that 
with the introduction of a contributoi*y system 

...a retirement benefit becomes not a benevolent 
grant nor a reward, but part of the payment for 
services rendered. The employee may take the 
benefits with no greater danger to his moral 
fiber than is involved in accepting hie salary. 

The public will regard the retirement probicn as 
one of compensation and not one of special 
privilege to a particular class. 18 



1^ Ibi l . , p. 4:5 ). 
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By the contributory method we establish a right to the 
benefits. '/e have contributed our own money and the benc- 
fita thus derived become our legal right. The principle 
of contribution, based on a fundamentally sound philoso- 
phy, is applicable to all retirement plans. We should 
have a legal and definite right to that which we earn. 

It provides a method of distributing wagss between imnse- 

19 

diate and future wants. 

The (Tnited Btates Havy Hetiresent system operates 
under a noncontributory plan. The individual develops 
no equity in the benefits unless certain minimum require- 
ments are met. Perhaps it would be better stated by 
saying that an intangible equity is develox?«d in the fund 
but it does not become the right of the individual until 
these certain minimum requirements have been met. To 
illustrate this point, it is of interest to study several 
paragraphs of a current naval recruiting pamphlet, we 
may first look at a paragraph headed, "Does it cost 
anything to quit now?* It states. 

The average man of thirty-eight who has 
done his twenty years and then transferred to 
the Fleet Reserve can expect to draw #30,120.94. 

In order for the Navy to make that sytaount 
available for every one of its faithful people, 
it must make an investment. The safe investment 
of money now returns a dividend of 3,^ per year. 

This means that for STSHY year of your service 
the Mavy has invested for you #2,145.00. After 
a four year enlistment you have on your account 
$8,580. After ten years you have $21,450. ^'V'en 
after two years it amounts to |4, 230.00. 



19 3tudensky, on. cit ., p. 15. 

20 Financial ;leport to a Blue Jacket 1347-48, p. 2. 
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Such figure o are quite iiapreasivc. The navy man, hoTsever, 
may not really consider such money as part of hia earned 
pay and as rightfully 1361002105 to Mm. The individual 
has no immediate right to that $8,580 ’shich the Havy claima 
has accrued to his account after four years enlistment. 

It accrues to his account only as the individual meets such 
requirements as qualify him as a ’♦faithful'* person. At 
that time, he is regarded for his service . Another para- 
graph is headed, *A Havy man is Saving Money.* It reads 
as follovss ”He has to. The Havy is doing it for him. 

.’le cannot spend it. It cannot he lost, nor stolen.**' To 
the last sentence we might well add **nor docs it belong to 
the individual as a recognition of his earning ■povmr*'* It 
is quite amusing to note the first paragraph of the 
pamphlet i»hich states, *The man who will make a success 
of hia life is the one who can save money. J. J. Mil 
wrote long ago; Arc you able to save money? If not, J330? 

oo 

OUTl The seed of success is not in you.**" Certainly 
this type of so-called ^saving* doesn’t encourage tlirift 
on the part of the individual*. Such systems have a 
detrimental effect on the individual responsibility for 
thrift. 

The px'esent Savy plan of a non contributory system 
is in direct opposition to other accepted principles. 



Ib Id . , p » 3 . 
22 Ibid . , p. 1. 
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The effect on individual freedom ia negative. Thile no 
figures are available it io safe to say that many people 
in the naval service arc there because of the intangible 
equity which they have developed toward their retirement 
benefits* An individual may dislike his work intensely 
but he may be held in the service by virtue of intangible 
equities. Persons thus motivated can hardly be expected 
to contribute their best efforts. Human nature does not 
operate In ouch a manner. Interest and positive motiva- 
tion must be developed. A contributory system with the 
individual* 3 rights to equities in retirement funds would 
aid in this endeavor. A ? 2 ore efficient service would be 
developed if personnel were retained by pooitivc rather 
than negative methods. 

Nothing has yet been said of probable public re- 
action to free pensions in the future. Retired pay for 
officers and enlisted men of the Regular Jflavy is appro- 
priated yearly by Congress. It is included in the Budget 
for the Navy. A comparative char.t showing the "snow- 
balling** coats of Havy Retirement payments to the 
taxpayer is of importance. 
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; Includes "both officer 



Year 


Actual cost '*3tiiaated cost 


and enlisted 
personnel) 


1927 


$ 6,578,778^^ 
P4 

14,802,407^ 


These figures do not 
include the six 


1937 


months death gratuity 
to the family of the 


13,061,298^^ 


1945 


deceased 


1946 


32,019,742^^ 




1947 


?7 

157.209,407 





The increaced size of the present ll&yy will raise 
tremendously the costs of the cystera to the taxpayer in 
years to come. A,:5ita.tiQn against such huge appropriations 
cay he expected, especially during periods of financial 
stress. 

exponents of the contributory system may say that 
upon adoption of ouch a system the pay of the individual 
must he increased in order to offset the added financial 
burden. It is quite true that the appropriation for 
active duty remuneration would have to ha iocreaced. The 
determination of proper and fair pay in the ITaval service 
io beyond the province of this discussion, are 



23 The Budget of the U. S- Government for the 
i’iscal Year rending June 30, 1920, p. 810. 

24 The Budget of the U. 3. Government for the 
Fiscal Year Ending June 30, 1933, p. 537. 

25 The Budget of the U. 3. Government for the 
Fiscal Year Ending June 30, 1347, (War duppleiaent) p. 73. 

26 Tile Budget of the U. 3. Government for the 
Fiscal Year Ending June 30, 1943., p. 716. 



27 X.OC. cit 
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interested in the principles involved in the oi>eration of 
retirenjcnt systems- It is sufficient to Joint out that 
even though the appropriation resialned as high under one 
method as it did the other, the important fundamental to 
he recognized is tliat under the contrihutory system the 
avenue of agitation as regards gratuitous retirement 
benefits is closed. Juch retirement henefito and equities 
therein heceme a right of the individual in that he has 
paid for them out of money which be is recognized as 
having earnsd. 

•Another important point has heGn the consideration 
of wage and salary increases in the naval service. 

“iadden ‘benefits” invariably invoice a reticence on the 
part of the cssployer to consider or discuss increases in 
pay. There is some foundation for this feeling. ?or 
instance, if a youth of eighteen joins the 5avy he be~ 
cornea an apprentice seaman and receives seven ty-five 

pA 

dollars per month. Hoaevar, his '’hidden pay amounts 
to much more than this. The contribution of the gavem- 
ment towards the retircaient of the individual constitutes 
only one of several of the “hidden benefits •’* A similar 
benefit would cost an eighteen year old civilian desiring 
to retire at age thirty~eight exactly -|!134.23 per month 
for twenty years* 3uch payments would give the civilian 
'107.25 for life at age thirty-eight. As will be shown 



28 See Appendix I 
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later, ouch retireiaeat ’benefit io nor/jally achieved "by the 
enlisted naval personnel upon attainment of twenty years 
of active service. The point of this illustration is that 
in the investigation of whether or not u wage increase 
should he granted, ^hidden pay’’ mat "be taken into con- 
sideration. harely ia ouch pay exxuained in its true 
status. It ia too intangible. It belongs to tlie Individual 
only as he fulfills certain conditions. Thus, in reality 
it cannot be considered as part of the earned pay of the 
individual. It ia not necessary to x^oint oat that we 
cannot consider the true xmy of the eighteen year old 
naval recruit as being ,|75«0.3 plus |134*23 plus such 
other pay as may be considered ^hidden®. 3uch salary or 
wage would be preposterous for a youth of that age. How- 
ever, in the consideration of wage increase a such procedure 
and thought has often been followed. The inevitable re- 
sult, of course, is no increase in pay. 

A change in the noncootributoi*y system in the Havy 
ia currently being considered in Washington, D. C. by a 
Joint acrvice fay coassittee • In a recent 13ureaa of Uavdl 
Peroonnel Information Bulletin the following observations 
were ciale concerning the work of the coraraittse: 

One of the main points under consideration 
is a possible change in the present aystea re- 
garding the advantages of receiving direct con- 
tributions from personnel into the retirement 
fund, ■'/'ice Admiral Fechteler, U3H, senior mem- 
ber of the pay coramittee lias stated that since 
the present system ia nonxiarticipating , certain 
aspects may be considered defective as compared 
with a participating plan. The fact that service 



pernonnel do not contriTiute a definite percentage 
of their pay toward retireraent has permitted 
widely rarying estimates ae to the value of the 
existing retirement rights. This in turn has 
t-ecn a factor in the reluctance of higher 
authority to support efforts looking to upward 
pay revisions in recent years. T'ecause asrvice 
retirement px'ivileges iiave always figured in 
considerations of pay schedules, every individual 
contrihates in effect, hut only a part of the 
total ever receive retirement "benefits. Tliose 
who are not retired, either tlirough resignation 
or death, forfeit their intan 3 i"ble contri"butions . 
Another disadvantage to the preoent systers is 
that it has no survivor benefits. An individual 
may have contri"buted through a lowered active 
duty pay schedule throughout his active career, 
hut if he dies shortly after hia retirement, his 
survivors receive no henefits thereafter, de- 
gardiag the llaval Reserve, personnel serving on 
active duty for relatively short periods as 
compared with the career serviceman are denied 
such provisicna for old age as are available to 
tlMiir civilian counterparts in industry through 
"ocial "Ic cur i ty « 

Huch o"b3ervations are encouraging although no data con- 
cerning the work of the committee on retirement liave as 
yet been released. 

The nonconti'ibutory method of creating retirement 
funds lias no justifiable basis upon which to operate in 
our present day society, "e are living in a world 
striving for a scientific approach to the solution of 
problems. Gcientific and efficient personnel managenent, 
which must exist in the military services as well as in 
other arms of government and industry, dictates the use of 
positive methods of motivation of personnel. The nsneon- 
tributory method is no aid in our attempts to achieve this 



23 All Hands l^agazine , iiumber 369, November 1947, 
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enl. 



A discussion of how the retiroisent funda of other 
gOTermnaat serrices are established may he brief. In re- 
tirement funds for other governmental bodies— such as civil 
service, foreign service and Congressional eiaployees— con- 
tributions are made directly into the fund by deduction 
from payrolls. Cocial Security is operated in the same 
manner in induoti'y. In other words, all of these retire- 
ment funds are operated in agreement with the principle 
of eiaployat contribution. The differences in these 
systeme is largely one of degree and will be discussed 
when comparing the size of the available benefits of the 
several systemo. It vfill suffice here to describe the 



source of their funds. 



7fi§ Federal Civil Cervice Itetirement Act of U&j 29, 

1135, aa amended to August 3, 1946, provides 

...there shall be deducted and withheld from the 
basic Salary, pay, or comj^ensation of any officer 
or employee to whom this .let applies a sunt equal 
to 5 per centum of such officer’s or epjployee’s 
basic salary, pay or compensation. ..that such 
amounts be deposited in the Treasury of the 
United States to the credit of the civil service 
retirement and disability fund.. .and said fund ia 
hereby appropriated for the payment of annuities, 
refunds, and allowances as provided in this Act- 

In addition to the employee’s contributions, the govemsaent 

guarantees the employee a sum equal to <>30.00 for each 



30 Civil Service Retirement Act of liay 23, 1930 (as 
amended to August 8, 1946) 3ec* 10, p. 15. 



27 



yeai* of service not exceeding thirty; 

•».providedt that euch portion of the annuity 
shall not exceed three~fourtha of the annual 
“basic salary, coin pen sat ion received “by 

the employee during any five consecutive years 
of allowable service at the option of the 
eiaployee; • . »nor shall such portion be less 
than an auount etjual to the employee’s 
purchasable annuity. *.31 

Thus we see that the government at least matches the 

employee contributions, provided of course, tliat the 

employee complies with certain provisions of the Act. It 

32 

is of Interest tlmt two bills to be considered by Con- 
gress, probably in January of 1948, have proposed an in- 
crease in employee contributions from to 6 %» 

In the Public Employees Hetireiaent Oystem of Ohio 
the fund is created in much the same manner. lumployees 
contribute of their compensation based on an amount 
not to exceed $5000 * A sum sufficient to match the con- 
tribution of the -percentage of employees who eventually 
retire, plus an amount necessary to provide a reserve for 
Tjension allowances to employees with prior service credit 
is contributed by the eraployer each year. ?rior service 
credit is that credit for previous service which must be 
allowed the incumbent employee when such contributory re- 
tirement systems are inaugurated. 3uch credit is not a 
permanent liability but disappe;irs as the cliarter members 



:3ec. 4(a), p. 7. 

38 House of Representatives Bill 4127 i Senate Bill 

637. 
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of the oystem are retired. 

The Foreiitn Service ’^etircaent and ’Oiaahility Jyo- 

teia re<iuire3 eaployee contrihutionc to the fund at the 

33 

rate of 5 per cent of hanic oalary. All hasic aalarxeo 
in excess of ?;15f500 per annum are treated aa 313»5D0 for 
the purposes of the Fund. 3uch moneys in excess of em- 
ployee contrihutions as are required to laeet retirement 
and disahility henefit guarantees are appropriated 
annually to the ihtnd hy Congress* 

The Social Security Fund is derc loped on a half and 
half ‘basis "by the employee and ths employer. Starting with 
employee contributions of 1 per cent and matched "by the 
employer, the total oontributiens will eventually equal 
6 per cent, 3 per cent being contributed by the employee 
and 3 per cent by the employer. 

ill of these plans, with the exception of the Navy 
Retirement system, adhere to the contributiva principle. 

All are of later origin than that of the ITavy and have 
for the moat part been adopted in light of scientif ioally 
derived principles. Tiicse latter systews have, also been 
dynamic in character— changing as the needs of our 
environment demand. Satablishmcnt of the contributory 
system by the Navy is basic to the adoption of other 
principles of modern retirement plans. The individual 
must establish a tangible equity in the fund. 



33 Public lAw 724, 79th Congress 
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Administration of such fundo» once acquired, nay 
and should he in accordance with scientific principles. 

By this it is meant that retirement henefita, equities 
and contrihutions should he actuarially determined. 'here 
feasible, the funds should he invested so as to earn 
interest. Further, such funds should he separate from 
other funds and their administration placed In the hands 
of a responsihle hody. 

sThen the person establishes a tangible equity In 
the retirement fund, it is necessary to determine exactly 
what that equity is from time to time and to have a fund 
sufficient to cover such equities. An actuarial reserve 
fund should he established. This of course must he done 
by an experienced actuary and he based on desired benefits 
and past age and frequency records concerning death and 
disability in the particular service. An actuary is one 
who so uses statistical data as to calculate probabilities 
of a human life at various ages. From such data, con- 
tributions are determined as well as the amount necessary 
in the fund to insure the solvency of the system. A fund 
based on sound actuarial principles has a two-fold con- 
cept— at one and the same time it is a sum of accumulated 
assets, and the amount of the liability for future benefit 
payments due the individual members of the fund. On the 
asset aide of an actuarial reserve fund we may find 



34 J. 3. Parker, Social Security Reserves , p. 25. 
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(1) the present actual cash Value of the fund, investaienta 
or otherwise and (2) the present value of all contrihutions 
expected to he received in the future hy the systesi from 
its present raemhers. On the liability side we find (l) the 
present value of all benefits which will be paid in the 
future to individuals already retired under the systea and 

(2) the present value of all benefits which will be paid 
in the future to present aembero after future retirement. 

If the fund balances it is sound* Actuarial assumptions 
are subject to change and valuation of the fund should be 
made periodically. 

The advantages of an actuarial reserve fund are 
best aumniarized by Ijewis Meriam: 

tirst> it la equitable as between auccesslve 
generations of taxpayers because each generation 
pays all the obligations incurred for services to 
that generation. 3econd» it is businesslike , for 
all obligations are recorded when incurred and 
adequate provision is immediately made for meeting 
them when they become due. Third, it tends to 
safeguard the retirement system from public and 
legislative misunderstanding , because it makes th& 
amount of the burden fairly uniform from year to 
year, and since a considerable part of the re- 
quired payments are met by interest earned by the 
fund it makes the apparent burden on the taxpayer, 
if not the real burden, materially less, fourth, 
it is adaptable . It easily meets tlia needs of a 
contributory system, and it makes return of con- 
tributions or their equivalent in event of death, 
resignation or dismissal easy, because the data 
for determining the amount due are already col- 
lected and tabulated, and the reserve fund 
accumulated at interest is the proper source from 
which to make such payments and they are liaiaediately 
at hand and require no special appropriation .35 



35 iieriara, op. olt », p. 329 



31 



It ia necessary to point out the rlaics and ahortcotalnga 
of a cash diahuracaent plan, lucli a plan has none of the 
advantageo of an actuarial reserve fund. A raemher’s 
e<iuity in the fund is not protected. His contributions 
are used to pay "benefits to retiring nerabers of the fund. 
Costs of the systera '^snov/ball^ as increasing nuK"hers of 
laerabers become eligible for retirement* There is no 
financial stability in tiis cash disbursement plan. It 
has "been said quite appropriately that such plane have all 
the pleasing simplicity of a charge account*^® Thus we 
see that it is possible to establish a planned and balcinced 
fund* It is hardly possible to dispute the advantages of 
such a system. 

ue may accept the merits of determining retirement 
funds by actuarial computations. The question of the 
investment of such funds, however, presents a problem, 
rheoreticaliy the actuarial reserve fund should be in- 
vested in order that the compound interest may bear a 
large share of the cost* For example, one dollar (^1) oet 
aside each year for forty years will at three and one-lmlf 
per cent compound interest equal eighty-four dollars and 
fifty-five cents ($84*55) instead of the forty dollars 
($40) paid in — one dollar (|1) contributed at thirty years 
of age and continued each year until age sixty-five is 
reached will yield aixty-six dollars and sixty-seven cents 



36 Ibid*, p. 328. 
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(066.67) at that The attractiveness of the inter- 

est factor cannot he argued. Its practicality* however, 
has heen a source of disagreement, especially since the 
inauguration of docial decurity. In order to "be come a 
true actuarial reserve fund, the amount necessary to be 
kept in the Social Security fund would become enormous. 
kq must keep in mind that funds for future payments would 
be accumulated and that the number of people covered by 
the Social Security Act would swell such a fund to gigantic 
proportions. There are those who think that the size of 
such a fund would adversely affect our economy. Others 
believe that a true actuarial reserve fund for Social 
Security should be established. J. 3. Parks states, 

...such funds if they were wisely invested in 
projects which conserve natural and human re- 
sources— in other words, if they would be used 
for the formation of true capital— the nation 
would be more productive when benefits become 
payable and it would be easier for the federal 
government to meet the obligations which will 
njature at that time. 38 

The feeling at present in the administration of the 3ocial 
Security funds is against the true actuarial fund, al- 
though actuarial computations are used in the operation of 
the fund. The size and operation of the Social t5ecurity 
fund is hardly comparable to other retirement funds. It 
is impossible to stabilize such a fund until the birth 



37 Kunicipal Finance Officers Association of U.3. 
and Canada , op. cit . , p . 5 . 

38 Parker, op. clt .» p. 5. 



I'ate T?econiS 3 stabilized. This is not true of other funds. 



In short, 

...under a real actuarial reserre scheme, the 
fund grows and grows until a point is reached 
many, many years after its establiolraent , 
when the number of pensions reaches a stable 
maximum, when the number of new pensions each 
year ie approximately offset by the number 
who die and when the annual contributions to 
the fund and the interest earned by the fund 
will meet all daily demands for payments. 39 

Thus if it is possible "to see the forest for the trees'* 
and to stabilize a retirement system, a true actuarial re- 
serve fund is the most sound method of operation. This is, 
of course, contingent on the asasarsptioo that such funds 

will not reach such gigantic proportions as to^^ffect our 

/ 

economy. 5uch disputes are yet to be settled. In 
arriving at principles in this area, m may conclude 
first, that all retirement systems should be based on 
actuarial computations and second, that all funds should 
operate on a true actuarial reserve fund basis, if 
practicable. 

"teference has already been raade to the operation 
of the Social Security funds. The derivation of tlie 
funds has already been discussed. The fund is adminis- 
tered by an iix-officio Board of Trustees (consisting of 
the lecretixry of the Treasury, the Secretary of labor, and 
the Commissioner for Social Security). The fund is not 



39 The Institute for Training in Municipal Adrainis 
tration, Ihtnici'oal Personnel Admin istratlon , p. 364* 
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operated on a true actuarial reserve "baois. At ouch time 
ao thi? fund becowes three tines as large as the largest 
aaoant of annual benefits during a five year period » a 
report taust be nads to Congress and the fund leveled off 
at that point* The fund draws the current interest rate 
paid by the government on governaent loans* The fund is 
invested in Unite! dfcatss obligations* 5fo provision is 
made for governraent contributions of any kind at any time* 
Administrative costs of the locial 3ecurity syatam are 
paid from the contingency reserve fund* As has previously 
been stated tho size and scope of operation ancoiapassed 
by the 3ocial Cecurity Act of 1935 makes it hardly com- 
parable with other retirement plana. It may be said tliat 
the Social .Security Cyatesa is operating under recognized 
and accepted principles in ao far as those principles are 
known to apply to a system of that size. Further study 
and experience is necessary to determine the principles 
which are most feasible in the operation of the Social 
Uecurity fund* 

In the administration of smaller retirement systems, 
the principles of operation are more easy to derive. This 
may be shown by the administration of the Public Employees 
Retirement System of Ohio. Tbs fund is administered by a 
board consisting of seven membero, three of whom are ex- 
officio. These include the Attorney tleneral, the Auditor 
of State and the Chairman of the Civil r>ervice Coaralssion. 
The other four members are representatives of the several 
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groups of oiaployees coaprieing the insnibero-iip in the 
syate.fl. The I^card serve g .without coapanaation an.l elects 
a secretary, an .ictuary ani saeh ;2edical, clerical and 
other technical and ad.ainistrative employees as may "be 
necessary for the transaction of the business of the 
retirement system* The members of the ?.etirement Tioard 
are the trustees of the several funds net up >y the le- 
tir#ment Act and they have the full poTcr to invest such 
funds in bonds or obligations of the United States, of 
the Itate of Ohio or of any legally constituted political 
taxing suMi vision ■within the state. Tae funds siay also 
be invested in other obligations in which both the princi- 
pal and interest are guaranteed by the federal government. 
The adminlatrativs coat of the system is borne by the 
members. At present each member contributes one dollar 
per year for tliat purpose. It iiaa been suggesbel tlmt tlK 
costs of retirement ayatcros should be borne by the 
employer. If the .costa of administration are not ex- 
ceeaive, it abould not be too much to require the laeraber 
to assist in pa>ying then. ,>ueh procedure should help in 
the creation of the idea that it is the employee* a fund. 
The treasurer of the stats is the custodian of ouch 
inveatments of the fund and it is Ixis duty to collect the 
interest and the principal of such investments whenever 
either may become due. The treasurer is charged with the 
responsibility of keeping an amount, not to exceed tea 
per cent of the total ainount in the funds, on deposit with 
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"banlco in order to vaeet iisljursersant^ far annuities and 
other payraents In exceoa of recsipta- 

The Ohio Public ".’taplojeea rstirocient fund has a 
thorough actuarial evaluation every five years. As has 
been pointed out such procedure nakes it possible for the 
fund to he operated on a sound basis * The fund also 
operates as a true actuarial reserve fund is supposed to 
operate. The Ohio syaten has a reserve fund adequate to 
nseet all its present and future obligations to all its 
present laembers. Actuarial ccaputati one indicate what 
nercentage of ersplo^yeea reach retirement • Necessary 
contributions to cover this liability are male yearly into 
the employer’s accumulation fund* The employees’ savings 
fund is kept separate frera the employer’s accaasulation 
fund* Both funds accufcu3.ate interest* At the time of 
retirement the savings fund of the eiax>loyee and a matciiing 
amount from the employer’s accutulation fund are trans- 
ferred to the annuity and pension reserve fund and to- 
gether afford the employee his annuity or pension fund* 

The mechanics of benefit computation are discusoed under 
superannuation* The Ohio system claims approximately 
seventy-seven thousand members. This is relatively small 
a-3 compared v#ith the nenbers in the Federal Civil Scrvics 
(about 2,500,030) and the iccial Oeourity (over 
50,000,000) * 

The responsibility for the adainistration of the 
federal Civil Service retirement oystem ia vested in the 



United State 3 Civil Service CoiiEnisaion. In thia aystcm, 
toOf actuarial computation^ are uaea to determine the 
soundness of the system. ^ Board of Actuarico is respon- 
sible for this work. The Civil Cei'vice Comaission a^ilces a 
detailed cosaparative report annually showing all receipts 
and diaburaeaents on account of annuities, refutida, and 
allowance a, together with the total number of persons 
receiving annuities and the total amounts paid them, and 
transmits to Congress the reports and recoiaraendatioos of 



the Board of Actuaries, i’he Civil Cervics Commission also 

submits annually to the Bureau of the Budget estimates of 

the appropriations necessary to fiovaace the retii'ement and 

disability fund, fhe fund is deposited in the Treasury of 

the United v'itatea. The Secretary of the Treasury, and not 

the Civil Jcrvice Cozai:2is3ion, is responsible for investing 

...from time to time, in iritei'cat bearing secux'i- 
tles of the United Ctatss or federal farm-loan 
bonds, such portions of the civil-service re- 
tirement and disability fund aa in his judgment 
may not be immediately required for tbs payment 
of annuities, refunds, and allowances as herein 
provided, and the income derived from such 
investments shall constitute a part of said fund 
foi* the purpose of paying annuities and of carrying 
out the provisions of tMs Act. 40 

llsre again we find a ay stem that follows accepted prin- 
ciples regarding actuarial computations. However, a true 
actuarial reserve fund is not maintained. The matching 
contributions of the employer are not accumulated, as in 



40 Civil lervicc Retirejsent Act, on. cit >, lec. 11, 
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Ohio, hut they tire appropriated anriually and diuhuracd. 

They appear aa part of ‘budget. The ecploycea’ fund, 
on the otiifir hand, is theoretically an actuarial ra&crre 
fund. Tlitt noney is iarested, earna iatereat and tabes 
care of the refunds to ecplcyaes who are separated froa 
the service due to diaiaissal or resiijnation. It also 
provides t'ac eesployees’ portion of the actual xjcnsions 
being ijaid. Perhaps it is felt that the federal civil 
service rc tiresicat oystejn is too large to establish a true 
actuarial reserve fund. Cperatiou of such a fund, however, 
should "be atteiapted. Only in such a seamier will it be 
possible to distribute the costs of a retirement system 
fairly as between succssaive gens rations. The people who 
ai*e served should pay for the service. T!ie interest 
bearing feature should not be ignored. Compound interest 
presents a very pleasant picture lest people would 
rather pay one dollar today t'aan two doils,rs thirty years 
from today. There are always those i?eople, ho'.fevcr, that 
claim they could put that dollar to work and at the end of 
thirty years have two or more dollars. Theoretically, 
possible— practically, improbable ♦ 

The administrative e:x5)en3e of the federal ^'ivil 
Service retirement system has been borne Jointly by appro- 
priation and by a tontine service charge of one dollar per 
month per aiember. Tontine means “the share or right of 
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fiach individual, or the system on wMch tlie annuity is 
42 

shared ? In other words, such service charijc "nas been 
aade for the conxmtation of membero’ annuities and equities. 
It is of interest to quote from the oca, •vent supporting a 
proposed congressional amendaent which suggests the elimin- 
ation of the tontine service charge. 

Tlte elimination of the tontine charge will 
greatly ainplify adaini strati on in the agencies, 
it I'las been estiaated by the agencies iu mate- 
rial furnished the Civil Service CosEriission that 
elimination of the tontine will produce savings 
of iOO man-years in administration. The substi- 
tution of two simple formulas for calculating 
annuities in lieu of the premnt four complex 
provlsionD makes it possible for any Jederai 
employee to readily determine his own annuity 
without the aid of an expert. This improvament 
alone should relieve the agencies of much de- 
tail in answering employee inquiries, both oral 
and written. 43 

It ia proposed that the entire administrative cost of the 
system be borne by the ejsployer. This has been considered 
as & desirable principle in rctircnient fund operatlon.^'^ 

A shortcoming of the JPederal Civil Service Retire- 
ment system arises out of the infrequency of actuarial 
valuation of the fund. Quinquennial valuation is the 
present practice. Conditions are not static enough to 
justify such infrequent valuations. 

The administration and operation of the ?oreign 



42 .lebater^ s Collegiate Dictionary, p. 1012 

43 Report to accompany H. R. 4127, p. 2. 

44 Pritchett, op. cit », p. 72. 
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Service T^etireaent and Disability Systen is jnuch the sane 
aa that of the Vederal Civil Service. Tiie Tjecretary of 
the Treasury maintains and invests the fund. The equities 
ef those nemhero not retired are protected by this fund. 
The employers’ contributions are appropriated on a cash 
disbursement plan. Actuarial valuations are made every 
five years by the '-'ocretary of the l^easury, or oftener 
if deened necessary by him. The Secretary of the State 
**may e^qjend from r.'cnsy to the credit of the Panda an 
amount not exceedin ;5 tgooo per annuia for the incidental 
expenses necessary in ^.dministering the provisions of this 
title, including actuarial Tloe eriticions of 

the federal Civil Service 'Retirement System arc equally 
applicable to the Foreign Service system. Perhaps it is 
even more vulnei’able, in light of ita smaller size, 
although the fact that both these funds are maintained by 
the Iscretary of the Treasury and rely on appropriations 
for the employer’s contributions equalises the diffi- 
culties involved insofar as the creation of a true 
actuarial reserve fund is concerned* 

Te may now turn to the admin i strati on and operation 
of the Ilavy Retirement .System. There arc no tangible 
equities create! for naval personnel in their retirement 
fund from year to year and thus no ”iimployess saving 
fund” is created. No actuarial reserve fund exists. 



45 .Public Law 724, op. cit .. Part G, 3ection 861. 
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Actuarial coniputations are used in the “budget estiroatin^ 
process altliouijh t>ic naval service xJres’nts many more 
problems in this respect tliu^n does tUs: civil service. 

3uch liar-ardo as war, chonsin^ techniques and tool: of 
•%-arfare and so forth present iociense problems to the 
actuary* However, fairly accurate results are being 
attained. These computations , (uuifce properly in the 
Ilavy systexa) pertain only to final retirement, only when 
t'ngible rights of the individual are establiahed in the 
fimd may true actuarial cozapu. tat ions be made, duch 
condition will not develop until a contributory retirement 
system is adopted. 

The operation of the Wavy plan is quite ainple. 

The estimated cost of retii'Cd pay is determined and in- 
cluded in the l!avy’ s Budget estimate. Congress approves 
these eatizsates and appropriates the money. The aoasy io 
allotted to the Pie Id Branch , Oupply Corps, United otates 
K&vy which carries the retired pa 3 '- records and accounts. 
The approved retired benefits are then disbursed from that 
office. 

A final principle which we ir-ust accept in the 
atlmini strati on and operation of retirement systems is tliat 
of compulsory membership in the system, employees covered 
by retirement plans today are generally required to con- 
tribute to the plan as a condition of cmployiaent. ITic 
need for compulsory moabership is self evident. If old 
age security of the emploifce io a social responsibility of 
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the e^ijloycx' then such conditions as are deeaed necessary 
hy the eaployer to attain this end must he 'binlin,'; on the 
employee. Hie several systems discussed ahove adhere to 
this principle. j.'hey have compulsory oemhership foi’ their 
per^sanent employee a and voluntary ncKibcrship for such in- 
dividuals as hold their positions hy virtue of election, 
political appointment and so forth. luffic'? it to oay 
that retirement "benefit coverage should he as Inclanivs as 
posyi"ble. >311 age is attaiacvl by everyone eventually, and 
60 old age security is an accepted aocial rasponsihility 
it is incuoibent upon oui* society to guarantoe at least a 
miniuuid of aecurity in old age to everyone, 'i’his, 
a<uturally, -rfould "be accomplishod most easily "by compulsory 
siehberahip of all classes of employees in retirement plans. 

rnese are the principles 'vhich are generally 
accepted in the operation and administration of sound 
retirement plana. 3tep "by step we have atteispts I to "build 
a solid foundation upon which a retirement plan raay operate 
moot efficiently. The pro"J)lem of a true actuarial reserve 
fund for exceptionally large retirement systeiRs presents 
an area for further investigation and etudy. ?e may agree, 
hov/ever, tnat the theoretical creation cf such a fund 
presents many advantages. The sis® of the d’oreign Cervice 
does not preclude an experiment of this type with its 
retirement fund. Apathy toward retirement plan operation 
is not coneistent with modern concepts of acientific 
management. *’e must continually strive for the "best and 
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CHAPT3R III 



TM COm'ATilSO^ OS' B3JJ3FIT3 OF Til:*! HAVAL R3Ti:B?i3HT 

?L.\H '-ith rno3i: op aiV3RA.L 
CIVIL :mviC3 oyotl’jl; 



A« aup«rarmuation benefits 

•<’e now turn to the consideration of henefito re- 

ceired fro'..? retiresient plans. Tnese include aupcrannua- 

/ 

tion 'benefits, separation fros; ^ service s-nd death and S.- 

disability benefits, te shall discuss 8uperannun,tion 

first. 

*’Cuperanrmatio?j ‘benefitc awarded on an age basis 
are generally accepts vl as the ieest rsetbod. It is in 
hanaony with our natural In a progressive and 

advancing society it is necessary foi’ its neobers to be 
productive. Ho one }iaa the moral right to retire before 
he /las reached an accepted superannuate I age unless of 
couroe he is forced to retire from disability. Of the 
several netliods of deterrining vheo a person chould re- 
tix'6, the Vest is that which malces retirement optional 
on reaching ciiniuum condition' of age end service and 
compulsory ou reaching maxiiaun conditions. Yost retire- 
nent uyutei-.s include such provisions. letircrK^rit based 
on service alone usually allows the in Uvidual to retire 
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when he still has soae productire years ahead. 

In the deteraination of the proper age at which an 
individual 'becoaoc eligible for supex'anriuatioo retireisent 
benefits, the nature of the particular service and the 
work performed is important. Adjustments r^y hts i^udc to 
meet these difference a in conditions as will "be shown in 
the i’orcign jcrvice •officer* a *vetircaent plan. In such 
plan the requirements for superannuatiou benefits arc 
cxnstsnt as regards age and service conditions, dowevsr. 

The President raay from time to time ectabliah 
a list of places vdiich by reason of climatic or 
other extreme conditions are to be classed as un- 
hecilthful posts, and each year of duty subsequent 
to January 1, IDOl, at such poets inclusiye of 
regular leaves of absence, of participants there- 
after retix*ed, ahctll be counted aa one year and a 
half, and so on in like proportion in reckoning 
the length of oervicc for the purpose of re- 
tirement. . .47 

This is merely given aa an example of possible adjustment. 
An accepted age for superannuation benefits should be 
established by our society. Conditions of service credits 
in arriving at such age would necessarily differ among the 
services. A standard minimum retirement age, scientifi- 
cally coanuted by conditions of service, would alleviate 
to a great degree the public antipathy toward early and 
gratuitous retirement. The public believes that every 

man should be productively employed so long as he is able 
48 

to work. This is not quite an acceptable statement 



47 Public Law 724, op. cit ., dec. 853, p. 28. 

48 ¥eri&ra, op. cit ., p. 360. 
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today. *3o long as he is able to #ork* may be modified 
•’until he has reached a socially accepted retirement age.** 
The costs of early retirement are excsasiTe and must be 
avoided. A man who reaches forty-five years of age has a 
life expectancy of plus twenty-five years; one who reaches 
fifty-five years of age has a life expectancy of plus 
seventeen and onc-rialf years* At the former age, a cash 
value of v40,0>)0 must be created by the individual in 
order to give him a life annuity (10 years certain) of 
*il50.03 per month. A cash value of only ^20 ,000 is 
necessary for the creation of the oaiae benefit at age 
f if ty-five 

In determining the amounts of auiierarmuation bene- 
fits it must be detsinjiaed whether ti^y should be sums in 
aid of subsiotcace, minimum subsistence, above the means 
of subsistence or an a^mount involving little or no sacri- 
fice. A^cre aid to subsistence is cheap but would en- 
coui'age active service beyond that which would normally 
be efficient. Besides it presupposes some independent 
income which seldom exists* The minimum subsistence 
method doesn’t differentiate between standards of living 
of the various salaried employees hence is unsatisfactory 
to the higher salaried employees, flacing the 3U|)erannu»- 
ticn allowance above the level of mere subsistence is the 
best of the proposals in that it doesn’t encourage early 
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retirement. If "based on percentage of contributions of 
employees^ salaries all individuals should enjoy approx- 
imately the sajvie retirement benefits in accordance with 
their salaries. I^etiremcnt on full salary, or something 
approximating it is of course too expensive ^nd places a 
premium on early retirement. The optimum superannuation 
benefit then is one which is not prohibitive in cost, not 
conducive to premature retirement during productive years 
and one which provides an amount somewhat above tliat 
required for minimum subsistence at the time of retirement* 

The availability of optional plans for payment of 
superannuation benefits is important to the morale of the 
employee. Consideration for the dependents of employees 
is of prime importance. Adequate provisions for de- 
pendents of retired employees in event of their death 
should be adopted. This is possible only by having 
optional benefits available to meet this contingency. 

Foreign Service Officer Superannuation Benefits 

In the Foreign Service any officer who io at least 

fifty years of age and who has rendered twenty years of 

service, cay on Ms own application and with the consent 

of the Secretary of State be retired from the Service and 

receive "benefits in accordance v?ith the retirement pro- 

50 

visions of the Service. Foreign Service officers 



50 Public Law 724, op. cit ., Section 636, p. 19. 
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deaii'jnated as career ministers must retire at age aixty- 
fiye except in the case of emergencies designated by the 
’ccretary of 3tate. In such emergencies, the officers’ 
service may be extended for a period not to exceed five 
years. Any Foreign Service officer, not a career minister, 
reaches compulsory retirement at age sixty. However, the 
possibility of extension of services in periods of 
emergency also applies to this class. 

"Selection out" of the Service is provided for 

51 

Foreign Service officers in classes two through six who 
fail in promotion. iTaximum periods that a Foreign Service 
officer may remain in a particular class without promotion 
are specified by the Secretary. This “selection out" 
process is necessary to an efficient service. Benefits 
under such separation will be discussed under “i^ithdrawal” 
or “Separation from Service” benefits. 

The basis of retirement in this plan is sound. The 
benefit ia based on age and service, without adequate in- 
vestigation of the service conditions it is not 'Within our 
spliere to say that fifty years of age is too young to re- 
tire. We will venture to say, however, that any age under 
fifty, regardleso of service conditions, is too young to 
grant a superannuation benefit* 

The maximum amount of benefit under this system is 
sixty per cent of the officer’s average basic salary for 



51 Ibid *. Part D, Sections 631-634, pp. 18-19 



the fire years next prece;iing the date of hla retirement. 
The annuity araounta to two percentum of the ahore salary, 
not exceeding '%13,500 per annum, multiplied hy tlie nuwher 
of years of serrice, not exceeding thirty years* Voluntary 
retirement on a minismm of twenty years of service is 
figured likewise. The araount of such benefits is consid- 
ered adequate because by the "^selecting out** procedure the 
officers qualifying for superannuation benefits are in the 
higher salaried brackets of the Foreign Service. 3ixty 
per cent of such salaries is ifell above a miniaura 
subsistence. 

Further, this system provides for the election of a 
reduced annuity for the participant in consideration of an 
annuity payable to his widow, coimaencing on the date 
following his death and continuing as long as she may live. 
The annuity payable to his widow may in no case exceed 
25 percentuts of his average basic salary for the five 
years next preceding his retiremeat or 66 2/3 percentum of 
his reduced annuity. Annuity x^ayments aiay also nsane the 
participant’s child as the beneficiary of a reduced 
annuity. Guch annuity ceaoss when the beneficiary reaches 
twenty-one years of age. There are several other elective 
options which are merely variations of the aforementioned. 
This plan complies more nearly with accepted principles of 
superannuation benefits than any other retirement system 
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in the govex'nment oervicc. It is the newest and, since it 
can profit from the laistakea of all the others, it should 
he the heat* 



U. 3. Savy Superannuation Benefits* 

The plan of the United States Savy violates the 

principles of retirfjraent hy Basing the superannuation hene 

fit on years of service alone. The amount of retired pay 

granted ia greater in most cases than ”a sum above the 

53 

means of auhsiatenee ■* and is received by the ^super- 
annuitant* well in advance of his loss in earning potirer. 
~ihs basis for this condition lies in the fact that the 
system ia almost entirely a reward for service. 3uch 
syatem is naturally expensive to the taxpayer and being in 
the form of a gratuity invites public criticism. It is 
strongly advocated that a standard for age as well as 
service be adopted as a basis for the Uavy retirement plan 
As discussed above, credit for extra-haaardoua duty, for 
tours in undesirable and unhealthy areas etc. raay be 
provided. In this my the Havy would have a system based 
on scientific fact that would stand up against public 
criticism. Actuarial computations could determine v/hat 
•service credits'’ should be allowed in various types of 
duty and duty areas. 

The amounts of the retirement benefits in the Navy 
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System are more in line with accepted principles. The 

maxiraua amount of retired pay available to naval officers 

54 

ie 75 percentum of their baae pay, plus longevity, or 
the pay of that rank in which they are serving at time of 
retirement. The retirement penaion based on 75 percentura 
of the naval officer’s active duty pay at time of retire- 
ment compares favorably with tliat of the foreign lervice 
Officers’ penaion based on 60 percentum of his average 
basic salary* The latter is x>robably racre equitable to 
both annuitant and taxpayer. 

Joreign Service tfficera have contributed toward 
their retirement benefits* A glance at comparative 
salaries proves interesting. Both are considered pro- 
fessional career services. Both require a high degree of 
training and proficiency. It is possible for an out- 
standing foreign Service Officer to reach the top of bio 
profession, career minister, after eighteen years of 
service. Such rank provides a salary of $13,500 per annum. 



54 See Appendix V. 

55 Under present law any officer who has been 
specially commended for his performance of duty in actual 
combat prior to 1 January 1947 by the head of an executive 
department, when retired, except officers on a promotion 
list who may be retired for physical disability, shall 
upon retirement be placed upon the retired list with the 
rank of the next higher grade than that in which serving 
at the time of retirement and with three-fourths of the 
active duty pay of the grade in which serving at time of 
retirement. 



Thile such adyancenent ia laoat unusual it is atiil 

posaihle. un the other >iand, except during tiaes of 

emergency, the naval officer with eighteen years service 

is restricted hy time requireisenta to tb© rank of 

Corataander and a base pay plus longevity of approximately 

#5,030 per annum* Aren the average Foreign .Isrvice Officer 

achieves at least class three status in his Service after 

fifteen to eighteen years of service. Under the present 
56 

pay scale such officer receives a mininiua of *58,000 and 
may receive as much as ;9,900 in this class* Kven with 
his 5 percentunj contributions his salary is considerably 
above that of the naval officer. wTiile it is not sug- 
gested tiiat the salaries of the two services should be 
similar, such discussion beinrg beyond the limits of this 
paper, it is possible that such a wide difference is in 
part due to the fact tliat Foreign 'Mvrice salaxy adjust- 
ment lias been more favorably received because of the con- 
tributory factor in their retirement system. True, the 
quarters and subsistence allowances of the naval officer 
have not been included in this comparison. Hoti^ver, 

Foreign Service Officers may receive like quarters allow- 
ances plus cost of living and representation allowances. 
These two services present a better basis for comparison, 
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insofar aa officers are concerned, than other oervicea 
hecauae of the inany sicii lari ties in the conditions of 
service* This comparison v/ith its resultant vlif ferentia- 
tiona in salary may cause a question as to the values of 
’hidden "benefits*' and gratuities* 

nie !7avy System has only one method of superannua- 
tion "benefit payment, which is a definite pre-computed 
amount to the retiring individual as long as he shall live. 
So optional plans are aYaila"ble. In case of a surviving 
widow, the government grants her thirty dollars per month 
plus twenty dollars par month for the first child, if under 
eighteen, plus eighteen dollars for any additional children 
under eighteen* Tae individusil retiring has no right to 
elect a plan that would care adequately for his dependents 
in case of his death, ouch a condition is obviously un- 
satisfactory. Certainly the aura granted tc the dependents 
under the present plan is far below that necessary for 
subsistence. If no outside incotae wsve available to such 
dependents they would necessarily becoroe, in part at 
least, wards of society* Such condition is not in con- 
formity with accepted principles and is definitely a 
morale hazard in the service. The individual must be 
granted a right in such retirement ayatemo in order t’lat 
he may influence the benefits to be given in such a way 
as to cover such contingencies. A system of optional 
benefits similar to those heretofore mentioned could be 
adopted more readily under such conditions. 
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Superannuation Benef i ts--The Federal Civil Service 

The Federal Civil Service has a nuaher of optional 

retirement ages all hased on age and service requirements. 

A number of amendments to the retirement act in regard to 

58 

the reduction of retirement ages are being proposed. 
Present conpuisor;/ retirement is set at age seventy upon 
completion of fifteen yeara of service* S.637 propaaes 
retention of seventy years of age but reduces req.uired 
service to ten years. 3uch an age io definitely too high* 
In general, a man haa lost a. great deal of his efficiency 
at age seventy. A loiper coaipulsory retirement age with an 
estenaion proviso in cases of ersergeucy should bo adopted. 
Although conditions of service in the Federal Civil Ser- 
vice are not as difficult for those who have reached old 
age as is sez’vice in the Javy, a more similar retiremcat 
age should be reached. The compulsory retirement age in 
the IJaTy, sixty- two, is more nearly the optimum than timt 
of seventy in the Federal Civil Service. Furtlier in- 
vestigation is necessary along such lines. The tendency 
seeas to be toward lowering compulsory retirement ages. 

Under existing law in the Federal Civil Service 
optional retirement is permitted at age 60 after 30 years 
of service, at age 62 after 15 years of service, and, on 
a reduced annuity, at age 55 after 30 years of service. 
Under tiie asiendr-ients as proposed in Oeiiate Bill 637, if 
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adopted, optional retirement vrould permitted at age 60 
after ten yearo of service, or on a reduced annuity at age 
55 after 10 years of service. In the case of retirement 
■between the ages of 55 and 60 the annuity would he reduced 
■fey 6 per cent for each year the eraployce is under age 60. 

The optional retirement ages in the t^hderal Civil 
Service are acceptable in light of our atanditrds. It io 
not considered that they are too low. However, in the 
computations of annuities of such persona who elect to 
retire at mlnimtun age and service requirements, the re- 
sulting "benefits will necessarily be low. The low service 
requirements are necessitated by the late entry of many 
persons into the Ibderal Civil Service. In order to create 
benefits greater than ouma **in aid of subsistence,'* the 
service requirements of the present law are more acceptable 
than the proposals contained in ^Senate Bill 637. Ho one 
should be allowed to retire voluntarily on an inadequate 
retirement benefit wlisn he still has productive years ahead 
in which he could provide sufficient service to insure 
himself a retirement benefit of at least minimum aubsist- 
eace. uhile some late entrants into government service 
might be eligible for oocial Security benefits when they 
reached age sixty-five, others would not. 5e must provide 
for this contingency. It must not be forgotten that the 
basic concept of a retirement plan is to provide security 
in old age. ii^rovisions which defeat such ends should not 
be included in retirement plana* It is interesting to 
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note that in H. R. 4127 the age and aervice requiresienta 
as set forth in the present law are to continue unchanged. 

The superannuation henefitB of the federal Civil 
Service retirement system are well helow those of the 
government services discussed previously in this chapter 
and are much more difficult to compute* Under Plan I the 
existing law provides that the annuity granted thereunder 
aliall he composed of a sam equal to |.30*0J for each year 
of service not exceeding 30 (which total may not exceed 
three-fourths of the average annual "basic salary re- 
ceived hy the employee for the highest five consecutive 
years or he less than the employees’ purchasable life 
annuity (Plan II))# plus the amount purchasable with the 
8Uia (including interest) to the credit of the employees’ 
individual account in the retirement fund* Under Plan III 
provision is made for an annuity not leas than the 
average annual hasic salary, not to exceed 51600 per annum, 
received hy the employee during the highest five consecu- 
tive years of allowable service, not exceeding 30 years, 
and divided hy 40. The law also contains a fourth plan 
which guarantees the employee an annuity equal to one- 
seventieth of hia average basic salary for the highest 
five consecutive years, multiplied by the number of years 
of service, not exceeding 35. In each individual case# 
the method which will produce the maximusi benefit is used. 
It may be of interest to show the fnaximum retirement 
benefits possible under Plans III and IV. 
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Plan III 



Maxtmura “baoic salary - 1 1600 . 

iiaximiua years service (for cowpu tat ions) 30 yrs * 
Divisor factor - 4-) < 

30 X 1600 = 48,000 40 = ^ 1200 ner annurn » 

J1200 12 - !: 100 per montli (maxiiauia) . 



Plan IV 

rXaxiKum basic salary •' t lQ ,000 . 

Jfaximuta years service {for corspu tat ions) 35 yrs * 
Divisor factor - 73 « 

10,000 70 = 142 *85 x 35 * ^4089 » 75 per annum * 

S4989.75 12 = 1415 per month . 



H i>10,000 asaxiraurn basic salary for retire;aent 

50 

corapu tat ions ia rare in the federal Civil Jervice. The 
feaxisuxa superannuation benefit allO’*ed by such an aver:ige 
basic salary is 4j;415*00 per month after 35 years of 
service and the attainment of 60 years of age. A Coa- 
taaadsr in the Havy receives '5412.50 per isonth upon re- 
tiring after 30 years of service alone. Is this equitable? 
A proposal in the House of ilepresentatives Bill 4127 pro- 
vides that the annuity forisula shall be 1 l/2 per* cent of 
the employee's highest average salary for five consecutive 
years multiplied by his years of service, or 1 xjer cent of 
such average salary plus $25.00 multiplied by his years of 
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service. In no case csay tlie annuity exceed 90 per cent 
of the employee's average annual basic salary. ^ If 
adopted# such proposal will do little to equalise super- 
annuation benefits between the several services. 

^Ve have asked if these differences in benefits in 
the several goverazaent services are equitable. «hy should 
different coaiputation percetitsgea be used? The naval 
officer’s superannuation benefit is based on 2 1/2 per 
cent per year of his last active duty salary, the foi*eign 
service officer’s benefit is based on 2 per cent of his 
basic average salary (based on last five years) and it is 
proposed tliat the federal Civil Service employee's be 
based on 1 i/8 per cent of his basic average salary (based 
on his hlKheat average salary for five years). Such 
differences are not Justified. A person should be compen- 
sated for his services at the time he renders such services— 
not t?icnty or thirty years later. If a perison's retirement 
coatributiona were based on a scientifically detcralned 
Salary in payment for woric performed, standard formulas of 
retix’cruent bemsfit computation could be adopted throughout 
the several services. This is an end result which n^ill 
require study and cooperation within and without each 
service . 

The optional benefit plans available under the 

/ 

federal Civil Service Aetiremetit .lyatem are quite similar 
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to those mentioned in the i’oreign Service Officern’ 
uetirement Plan* The present act permits an employee 
retiring under the age or optional provision o£ tiic re- 
tirement act to elect a reduced annuity carrying with it 
upon the employee’s? death a continuing henefit at the aajac 

rate or 50 per cent thereof to a designated curviver 
OX 

annuitant* The reluction in the esiployce’s annuity 
depends on the difference hetrreen his age and that of the 
survivor annuitant* 

Superannuation Benefita-'-Pu'blie ^Imoloyees of Ohio 

A study of the ?uhlic Jrsployees’ Retirement lyateia 
of Ohio shov /3 that the compulsory and optional retirement 
ages are quite similar to those of the federal Civil Jerv- 
ice. Compulsory retireriont io set at .igs seventy, -’.uy 
mesher of the system who has attained sixty yearo of age 
may retire, except a new raeaher r/ith less than five years 
of service, "ioreover any eiix>loyee nay retii'c who lias 
completed thirty years of total service and who has 
attained age 55 years, or who lias completed thirty-six 
years of service regardless of age. Tiie earlier retirement 
age, of course, doesn’t yield a superannuation "benefit aa 
generous as that computed for a later age he cause of the 
financial factor involved* The ohnei’vaticns made in regard 
to the federal Civil lervice retirement ages ;are upplicahle 



51 ''ederal Civil Service Retirement Act, op. cit *, 
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to this ays tea. 

rro‘ba>?ly the greatest ahortcoaing of the Ohio 
public employees’ retireiscnt aystea la that the auperannua- 
tion benefits xtre net related to the earning capacity of 
the ejoployee. The employee contributions are based on a 
top salary of ISODO although taatiy enployeea receive sums 
in ejcceoo of that amount* Vs may a-ssume that the standard 
of lix'‘ing of an employee jeahing ^6000 per annum io higher 
than that of the CMployoc making 53000 per annum* Yet it 
is posoible tltot the two might receive the stime retirement 
benefit* tsliilc this benefit might be considered aa a sum 
in excess of .Tubsiatenee to one employee it might be only 
a aus in aid of subsistence to another. Individual differ- 
ences in salary and earning capacity must be recognized* 

The benefits received at iTetireraent for age must be related 
directly to the individual’s earning power during his pro- 
ductive years* Only by the adoption of such a policy will 
v?e be able to establish uniform benefit computation 
motho.is which will be acceptable to ail services* 

The average benefits of the Ohio public employees’ 
syste*. are comparable to those of the federal ^^ivil uervice 
in the lower salary brackets* An average monthly super- 
aonuation allowance in this service amounts to little over 
vl00.0).®“ This in due to the $3000.00 ceiling upon which 
contributienss are based. This is a restriction which 
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should "be eliminated. Although the basing of contribu- 
tions on the true earning poorer of the employee would 
increase the cast of the syotea to the stats, it would 
tiiake the benefits more equitable as bctw'ceii oerYiccs and 
would raise the morale and efficiency of the Ohio Civil 
Service . 

The Ohio public employees’ retirement system fol- 
loma accepted principles governing optional plans far 
payment of superaanuation benefito* The employee may 
elect a straight life annuity, a reduced joint survivor- 
ship annuity or an annuity payable throujgliout the life of 
the per?.cti but certain for an agreed nuiabex’ of years. 

juperannuation Tenef it3--'3ociai decarity 

iocial Iccurity provides for superannuation retire- 
Oicnt benefits to a qualified worker after he x'caches age 
05 provided he utopo regular work. This ia uniform 
thraaghiut The plan should recognise the dif- 

ferent service coaditions which exist in the several 
induatrieo and should make proper adjusteenta in retire- 
ment age re quire .isnts to allow for these differencea. 
riilG, of course, would necessitate higher contx’ibutions by 
iniiv'iduais employed in certain jobs and in certain 
industries. 

Ttie maxlmuBi docial lecux'ity benefit which a worker 
may receive is $85.00. This is too low. The eveiitaal 
3 per cent enployee contribution should be raised to 
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5 per cent and raatched by the esaployer. Many eiaployers 

have augfijented the Social security plan with retireacnt 

63 

plans of their own* It would see® raore feasible to 
increase the contributions and benefits of Social Security 
on a coapalsory basis and thus insure thJit all retiring 
workers receive a suia at least sufficient for their sub- 
sistence* Such action would take care of those workers 
whose companies did not have augmenting retirement plans. 
The minimum amount of benefit allowable at present is 
llO.OO. Benefits are computed by giving the retired 
worker 40 per cent of the first '»50*00 of his average 
monthly pay and 10 per cent of the rest of his average 
monthly salary up to ?^25D.OO, plus 1 jjer cent of this 
total for each year in which he received 3200.00 or more 
on covered jobs. Improvements must be made ixi the amounts 
of benefits received under Social Security if it is to 
accomplish the objectives of a retirement plan- 

Social Security allows for payments to the qualified 
workers’ widow if or ^fhen she reaches 65; to his widow if 
she has children under 16, or under 18 if they are in 
school; or to his dependent parents when they reach 65, 
provided that there are no children or a widow. The de- 
pendent payments are reduced annuities and amount to mere 
sums in aid of subsistence. Such suns are not sufficient 
in light of accepted principles. The baoio for the 
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dependent annuities, hovfever, is sound. 

E. 3eparation fror;i the >ervice 

¥iien a retireraent plan is operated in accordance 
with accepted principles, the employee develops a tangible 
equity in the retirement funds* All the retirement funds 
discussed herein, with the exception of that of the Ilavy, 
hare been created in part by contributions of the employee 
Therefore, the employee has a definite right to such funds 
as he has contributed, plus interest, regardless of the 
cause of his separation from the service. Haturally tl^ 
individual receives no right to the employer’s matching 
contributions unless certain conditions are fulfilled. 
Principles have been evolved to govern the return of con- 
tributions to persons at tl^ time of their withdrawal, 
discharge or resignation from a service. 

The funds contributed by the employee to the retire 
ment fund are contributed expressly for his retirement. 

If it is accepted that a retirement plan is to provide 
security for the superannuated worker, that membership in 
a retirement system should be compulsory and tliat the 
benefits received should be in an amount above the means 
of subsistence, then the employee must be expected to 
contribute toward his retirement throughout his period of 
productivity. Funds contributed by the individual toward 
his retirement should remain earmarked for his retirement- 
If this were accomplished the number of mrda of the state 
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would "be decreased greatly, amployee contributions should 
remain in the retireraent system of the service from which 
the employee has been separated if the employee lias been a 
member of such system in excess of a determined number of 
years, perhaps five or ten. At the accepted retireraent 
age the ex-employee would receive an annuity of auch 
amount as hia contributions, plus accumulated interest and 
matching employer contributions, would buy* In the event 
an employee ^«!re separated from a sei*vice with less than 
this period of -ervice to hla credit, the retirement con- 
tributions, plus interest, should be transferred to his 
credit in the retirement fund of the service or plan with 
which he is affiliated next. Such provision is eseential. 
Throughout an individual’s earning period he must make 
provision for his old age. It is an accumulative process 
over ills productive years. It is a provision for his old 
age security which must not be jeopardized by the employee 
or the employer, iis auet liave a tangible equity in the 
retirement fund which is aarsica'ked for his security in old 
age. ?le must not lose this equity by reason of separation 
fro:, a service nor, on the other hand, should he be 
allowed to use such equities for other than retirement 
benefits. 

The metsbers of a retirement fund should not be 
allowed to borrow against their equity. The deleterious 
effect is obvious. If auch privileges exist, the 
individual may not have sufficient equity in the 
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retirement fund with which to buy an annuity* In easence, 
the privilege of allowing an employee, upon hia oeparation 
from a service, to withdraw his contributions without 
rcatriction is giving him tiic jjower to borrow against liia 
retirement fund, ricatricting the use of the individual’s 
contributions in the retirement fund to retirement alone, 
in no v?ay restricts his freedom of movement bet'^ecn jobs. 

Kc has an established equity in his retirement fund which 
\y& does not lose by virtue of his separation. To conform 
with the accepted concept of what a retirement plan should 
accomplish, we must adopt principles which make the 
fulfillment of this concept possible. In varying degrees 
all the retirement' plans which Imve been discussed, with 
the exception of the i.av/’s, adhere to accepted principles 
governing withdrawal rights. 

Icparation from Service— -Foreign Service Officers 

The Foreign Service Officers Retirement Plan has 
several different classes of withdraml benefits* Those 
who fail of promotion and are selected out in Foreign 
Service Officer classes 2 and 3 are retired from the 
service and receive benefits in accordance with the regular 
provisions (2/t of average basic salary multiplied by number 
of years service) . Officers similarly selected out in 
classes 4 and 5 receive a benefit coiaprlsing ono-tweifth 
of a year’s salary at their then current salary rata for 
each year of service, payable without interest, in three 



equal inatallEaents on the fii*at day of January following 
the ofricei*’o retireraent and on the t^o anniversaries of 
this date immediately follo^lngi and* a refund of the con- 
tributions made to the Foreign osrvlce Retirement and 
Disability Fund, with interest thereon at 4 per cent* 
compounded annually, except that in lieu of such refund 
such officers may elect to receive retirement benefits on 
reaching age 62 in accordance with the regular provisions. 
This plan has some very attractive features. A gratuity 
i» granted the separatee in the case of forced retirement. 
Duch gratuitous payments are spread over a period of three 
years. These payments are made in an effort to help the 
separatee become reoriented and further to encourage him 
to leave his retirement equity in the fund to provide an 
annuity for himself at age sixty-two. 

Any Foreign Gervice Officer separated for unsatis- 
factory performance of duty who is over forty-five years 
of age receives benefits in accordance with regular re- 
tirement provisions, but these cannot exceed 25 per cent 
of his retiring salary. If ouch officer is under forty- 
five he may receive a refund of his contributions or a 
year’s aalary, whichever is greater. All }>articipanta in 
the syetem who separate from the service voluntarily with- 
out becoming eligible for an annuity, are repaid tlieir 
contributions to the fund with interest at 4 per cent, 

64 The 4 per cent interest is paid only on the 
required contributicno. Voluntary contributions yield a 
return of 3 per cent. 
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co 2 ipounded annually up to the date of their aeparatJ.cn. 

Thia sane procedure is followed in tlie involuntary separa- 
tion of class 6 officers. 

The main criticism of this plan is the alloisaace of 
lump sum refunds of contrihutions to neparateeo. ^itli- 
draml benefit payment plans are provided but they operate 
on an elective 'basis. They should be coripulaory. To 
separate a nan of forty years of age 'vith his rotireiaent 
contributions of fifteen or twenty years in his pociet does 
not conform to retirement plan objectives. 

Separation from Service— Federal ?^ivii Service 

The federal Civil Service retains the contributions 
of all employees separated after five years of service, 
regardless of age, and pays a deferred annuity to such em- 
ployees at age sixty-two. 3uch annuities include the 
matching contributions of the employer. This is 
excellent plan. Thooe persona separated with less than 
five years of service receive back their contributions with 
4 per cent interest, compounded annually up to the time of 
such aeparation. Here again, it should be compulsory to 
credit such lump sums tomrd the security of the individual 
in his old age. However, the adiaini strati vs expense of 
such procedure apparently makes this action iriT)ractical at 
present. 
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Jeparatior 4 from 3cryice-- l’u"blic nssplo/Ge’s of Ohio 

fithdra^al provisions in the Ohio public employcea’ 
retirement system are similar to those in the federal Civil 
3ervice except tlmt Ohio demands ten years of service* 
instead of five years* before a person becoraes eligible for 
permanent membership in the retirement system and receives 
the benefits thereof. Ssployees ■with over ten years’ serv- 
ice credit in the system laay elect to receive their con- 
tributions plus accumulated interest rather than an annuity 
at age sixty-two. This election is not possible in the 
federal Civil Service. 

Separation from 3ervicc--'Sooial Security 

In Social Security the employee’s contributions 
remain invested toward hie retirement regardless of his 
movement from one job to another. This procedure is sound. 
Although many principles in the operation of locial 
Security are sound, the low rate of contribution into the 
fund with resulting low benefits, maJees further discussion 
of its benefits of little object in this paper. ’ The 
plan has been included to illustrate the operation of the 
widely knowr> .Social Security fund as compared with other 
retirement funds. 
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Reparation froa Service— U. S. liavy 

Under the l<avy plan, voluntary separation "before 

- the cocspletion of tr/enty years of service yields no return 

of funds to the individual. The principle t^iat the 

individual should provide for retirement "by savings 

throughout bis productive years is not recognized, flo 

tangible equities in the retirement fund are created by 

or for such individuals. This is important especially 

in the ease of enlisted personnel because of the high 

rate of turnover. "Shipping over" figures for the month 

66 

of Sovember, 1947 were approximately 70 per cent. '^bat 
happened to the other 30 per cent? They served at least 
four years but they contributed nothing toward their 
retii'craent during those four or more productive years of 
their life. Provision must be made for thio situation, 
fe mast increase the pay of the enlisted mo and make his 
retiresjcnt contributions mandatory. Sg mast keep such 
funds earaarked for his old cige retireaenti 

Involuntary separation for officers of lower ranks 
presents the sums problems. They are not retired but are 
discharged with a year's salary. It is not necessary to 
repeat the arguments against this procedure. It ia 
essential in such cases to grant a gratuity to the 
individual in order to help him to become readjusted to 



66 An apprexiraatioo by the U. 3. Haval Recruiting 
Office, Columbus, Ohio* December, 1947% 
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civiliSiH life. ^ jratalty of a. balf year’s salary iis- 
tributed over a jieriod of tisne slight, be 'jrant.cd. noir.’ever, 
in addition ^ retirement provisions for the individual’s 
years of service must be made. It is a sociril obligation. 
S/OTtsarked retirement equities must be established. 

:e must rsncgniae that services requiring special- 
ised training and techniiues not salable outside have a 
moral and social obllgatiots to help reestablish and suilce 
productive those individuals ipho are **sclected out.* Ko 
one r8tirs.ment plan is applicable to all services, 
^ifferenceg among military service* civil service, foreign 
service o,nd Industrial or civilian irork introduce different 
responsibilities for the employer. However, these dif- 
ferences do not destroy the pcoaibility of rstireraent plan 
operation and benefits in confonrity with sound principles. 

C* De a th an d sabi 1 i ty 

^h’ovisiuns for adequate death and disability bene- 
fits presents one of the foremost problems in retlrcaent 
plane. The re span oibiii ties of the employer In such cases 
must be recogniasd. losher and Kingsley sxnrsso the 
socially accepted principleo r?gardlng such rcsponsibili- 
tiea in their statement that 

...the costs of disability ben.cfite should be 
borne by the government alone in ao far as 
lisabllity incurred in the performance of 
duty is concerned. Tiie benefits should ex- 
tend only to a pertsancat disability of either 
a pax'tial or a total variety and should be 
granted only after medical c< 2 rtif ication. . . 

In case of accidental death in the 
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pcrfonaance of duty an additional Tncnefit ahould 
ps.id> since the -'overnraeatal agency is in a 
sense reapooaitole .6’)' 

Ve need not elaborate on the ooundneao and fuii'iieco of 
such reasoning, a disability penoior: systeti in a,ircct 
accord ’with justice and sound public policy. ' 'le tirc;icnt 
plans Riuat rsake adequate provision for disability and 
death benefits. It seeras deuirable that there should be 
a differentiation betvyeen the respousibili^ieo of the 
employer in cases where the employee’ a death or disability 
occurred in the perforraance of duty and r/hcre it occurred 
not in the performance of duty. However, this diffcx*cnce 
in responsibility must be considered as one of degree. 
..'hereas the employer should not be expected to coutx'ibute 
directly to the disability benefit of an employee injured 
or killed by his oibi vicioua habits, intemperance or 
willful misconduct, the employer should be expected to 
provide a retirement and disability fund to give the 
employee so disabled a definite equity. Diis amount would 
serve as a susti in aid of subsistence and keep him from 
becoming a burden on society. 



heath and Usability Beoefita—lforeign Jervice Officers 

The foreign .iervice Officers’ .letxrsmcat -yetim 
adheres to these principles. Any participant «rhc, after 
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serving for not less than five years, becomes totally 
disabled or incapacitated for useful and efficient service 
by reason of disease or injury incurred in the line of 
duty, but not due to vicious habits, etc*, is retired on 
an annuity couputed in accordance with regular salary and 
service provisions- Tf the distibled or incapacitated 
participant hae less than twenty years of service at the 
tiir^c be is retired, his annuity is computed on the 
assumption that he had tt?eoty years of service*®^ Those 
peraorjs whtO are disabled neither in line of duty nor as a 
result of their om wlaconduct receive benefits froro the 
rctire...erit fund oinilar to those received by persona who 
retire voluntarily. In other words, they receive an araount 
c^ual to their contributions plug accumulated interest. 

however, tVie diaabled employee who is injured in 
line of duty must have established a minimua service 
recoi'd of firs years in order to become eligible for a 
benefit* co.nnot conceive of this as being just* The 
loyalty, the call to duty and the desire to serve may be 
as strong in the otsployse of one year’s service as in the 
employee of five years* service* Ijength of service should 
not alter the responsibility of tlie employer toward an 
employee who ia injured while faithfully serving the 
employer. 

>jiJoniency 'benefits in event of death in line of 
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duty in the I’oreign >ervicc Cfficer plan arc acceptable 
except as limited by the five year service requirement of 
the participant. The widow receives an annuity equal to 
the annuity which she would bav.- recsired if her husband 
had been retired on the date of hia death and had elected 
to receive a reduced and joint aurvivorahip annuity. As 
in the case of disability benefita, caaputatlon-3 af'e ruide 
on the basi« of tvrenty years if the participant had less 
than twenty years ox’ service. 

and disability Benefi ts^-^’edcral Civil 'Service 

The qualifications for disability benefits in the 
federal Civil Service are the same as thoce in the 
Foreign Service. Both plans have a five year niiniaua 
service requirement* the objections to which have already 
been discussed. The ‘’not in line of duty” disability 
benefit computations are similar. However* the line 
of duty** death and disability benefit computations are 
different. In the federal Civil .;*«rvice the disabled 
employee of less than twenty years has his benefits computed 
on the basis of his actual numbei.* of years of service and 
not on a guaranteed minimum of twenty yearc’ service as is 
done in the Foreign Cervice Officers system. In order to 
insure a sufficient benefit for such disabled employees, 
a twenty yeax* basis for computations is more desirable and 
just. 

In the case of an employee’s death in the federal 
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CiTil Service, the dependency ‘benefits are inadequate at 

present* However, remedial measures are being considered 

7\) 

currently in Congress. under the present law dependents 
of employees meeting death in the service receive only the 
contributions that the employee has made into the retire- 
ment and diaabij-ity fund piua accuriulated interest. A 
bill ufidex’ cousider-atiou in the House of Hepresentatives 
propoasa oome improvemento in the death benefita granted 
to dependento. It provides that 

...in any case an officer or employee to whom 
this Act Jipplies shall die after having rendered 
at least five 2 /<^»a*s of civilian aervice . . .and is 
survived by a widow, auch wddow shall "be paid an 
annuity beginning the first day of the month 
following the death of the officer or employee 
or foliowin.i the widow’s attainment of age 
sixty, whichever is later, equal to 5J psrcentuia 
of the amount of an annuity computed as provided 
in section 4(a) hereof (salary and years of 
eervioe) with respect to such officer or 
employees Provided, that auch payments shall 
cease upon death of tbs widow. 71 

The pvo^osnd a,oendment provides for the immediate pajrment 
of the annuity to the widow if she has dependent children, 
duch proposed legislcttion is a step in the right direc- 
tion. «!v8n though the berjefito will amount to little raore 

7? 

than sums in aid of subsistence in most cases, such 
legislation is a recognition of the responsibilities which 
must be assumed by the employer. 
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)eath and Disability renefits--Public .aployeea' of Ohio 



The disability benefits of the Public itsployees’ 
HetireEisot dystesj of Ohio are not satisfactory. ’lo 
distinction is made between disability incurred in perfor.n- 
arice of duty and tiiat incurred through wilful niaconduct, 
inteiapcrunce , etc. Part of the benefits rec**ived by the 
disabled employee are an outright gratuity. 3uch gratui- 
tous payments are excessive benefits in the case of those 
disabled through their own wilful miscoti luct • The 
disability benefit consists of 

a) an annuity having a reserve equal to the 
amount of the employee^ e accumulated contri- 
butions at that time? and b) a pension which 
together with his annuity, shall provide a 
retirement allowance of one and one-fifth 
percentura of Ms final average salary during 
tiie last ten years or fraction thereof im- 
mediately preceding retirement, isultlplied by 
the number of years of his total-service , but 
not less than thirty per centum of said 
average salary, with the exception that in no 
case shall the retirement benefit exceed 
nine-tenths of the allowance to which Ixe 
wo?ald have been entitled iiad retirement been 
deferred to the age of sixty and had contribu- 
tions at the rate existing during the last 
year of active service been continued to the 
age of sixty. 73 

The disabled participant in the Ohio public employees’ 
system has a minimum disability benefit amounting to 30 
per cent of his final average salary*^^ {not to exceed 



73 Public Employees’ Retirement System of Ohio, 
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^3000.) • TMa ‘benefit guarantee is too low in laost cases. 

A standard formula for the computation of disability 
benefits should be adopted by all retirement systeiaa. 

There is no reason why one service should provide dio- 
ability benefits ^ountA to 75 per cent of the disabled 
member’s last active duty pay {iJaval Officer Disability) 
while another service provides a guarantee of 40 per cent 
of the disabled member’s average basic salary (Foreign 
Service Officers) and still another service provides 30 per 
cent of the disabled member’s final average salary* such 
salary not to exceed |3000. (Public Kisployeea of Ohio). 
Uniform computation formulas for disability benefits could 
and should be established. 

Another shortcoming of the disability benefit in 
the Ohio public employees’ system is that ten years of 
service are required before the employee becomes eligible. 
Further discusaion of this condition would be repetitive. 

Upon the death of a ©ember of the Ohio public 

employees’ retirement system his accumulated contributions 

are paid to such person as he has nominated. This is 

inadequate coverage for the employee’s dependents. Ho 

doubt it will be rectified in time as is being done in the 

75 

federal Civil f^ervice. The employer of a person who 
dies in the perfomance of his duty has a social and moral 
obligation toward the family of the deceased employee. 
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This ol)li{;ation nuat "be reccejnized. The aasuiTiption of 
this responsibility by tlis employer would aid in the 
establishment of a high morale in his employees* The 
employee would not have cause to worry about the economic 
security of his dependents in the event of his death. Hir. 
dignity would not be iBapaired by the thought that hio 
dependents might become burdens on aocicty. In this 
knowledge, the dignity of the employee’s family would be 
maintained. This would result in a more efficient and 
satisfied employee* even tliough many organizations have 
supplementary disability and death benefit funds, it is 
essential tliat retirement and disability funds be developed 
and operated in such a mamier that they will accomplish 
the desired objectives* 

Death and Disability Tenefits— U* 3* ilavy 

Biay now turn to the consideration of disability 
retireiaents in the STaval Service. This subject has be- 
come one of public interest since the termination of 
«‘orld War II. Faere are practices in naval disability 
retirement operation which merit investigation. For 
example, there are differentiations in the methods of 
computing disability benefits between officers and 
enlisted men of the saiae length of service and the same 
disability. Disability retirement of officers in the 
military services has been extremely high since the war. 

Is it Justified? Such questions and practices must be 
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explained satisfactorily or they must "be chan,^ed« 

"ecretary of National Defense, ?orre3tal, has stated 

‘...the "basic statute coverins retirement for physical 

disability (in the j-iilitary services) "became law on 3 

August 1861--two weeks after the first Battle of Bull Hun. 

It is hardly surprising that a law of such antiquity needs 
76 

revision.* .'/e must agree! 

.5ince the H"avy disability benefit is an absolute 
gratuity, there is no provision whatsoever for the serv- 
iceman diaa.bled as a reault of his own misconduct. As 
previously stated, an equity In the retiresient fund should 
be created so tlmt such individuals might receive the 
return of their contributions or an annuity which such 
contributions would buy. This would give them a sum in 
aid of subsistence. A retirement and disability fund must 
be developed in order to provide for ouch eventualities. 

There are two categories of naval officers retired 
for reasons of physical disability incurred *in line of 
duty”? (l) If a retiring board has found that an officer 
is permanently unfit for duty by reason of physical dis- 
ability, that the cause of hie incapacity is an incident 
of the service, and the findings and proceedings are then 
approved by the President, the officer ia transferred to 
the retired list at 75 per cent of the base pay of the 
rank in which he is then serving plus longevity; (2) If an 
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officer of the '^e^ular service is incapacitated for active 
service and such incapacity is not the result of any inci- 
dent of the service, he nay "be la-holly retired frotn the 
service with one year’s pay or be placed on the retired 

list with farlough pay (50 per cent of base and longevity 
, 77 

pay) . Tliese are generous benefits indeed. 

There should be a differentiation between **service 
incurred’* disability benefits and other disability bene- 
fits. However, ’’service incurred” disability should be 
strictly limited to disabilities received while under anas 
or under actual duty conditions and should be equally 
applicable to serviceneu of officer or enlisted status, 
Reserves or ^^egulars. As Williora K«nry CJlasson states, 

• ..the eiaphasis should be placed on the 
essential justice of the principle upon rniich 
tlie gysteis is baaed. Those who are called 
upon to take up arias and risk their lives in 
defease of the state should be cared for 
generously in case they are disabled by 
wounds or ether injuries received in the 
perfcmiance of their military duties. 78 

By the strict interpretation of '’service incurred” 
disability, the military cervices will alleviate some of 
the prevalent public criticism of disability retirements* 
3tatistic3 showing the number and x^ercentages of officers 
of the Army, Jffavy and Air Borces receiving pliysicai 
disability !•€ tiremsnts between 1340 and 1947 are 



77 iTavy lepartment Bulletin, Vol. XI, Ho- 5, 
p. 47, -eptember, 1947. 

78 Glaason, op. cit ., p. 147. 
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enlightenin, 3 »*^^ i^ublic agitation concerning disability 

retirmaent in tbe arujed services is illustrated with 

startling clarity in tbs following article, 

...overall, the lint of retired #orld. =Tar II 
viTmy and Havy Officers has tgrown to a total 
of 30,798. Of these 34,267 are retired for 
disability, fiiat means that 93 per cent are 
drawing tax free disability checks each 
month, equal to three- fourths base military 
pay. Costs to the taxpayers each year ex- 
ceeds 1128,501,000. what concerns the in- 
vestigators is that only 23 per cent of the 
officers drawing disability retirefaeat pay 
have injuries caused by combat, and most of 
these are in the lower grades— not the gen- 
erals, colonels and admiral a. Moreover, 
less than a third of all such pensioned 
officers are 50 per cent or more disabled; 
the rest, presumably, can take and are 
taking ail sorts of civilian jobs. Dis- 
ability pay, equal to regular retirement 
pay but not subject to income taxes, has 
been awarded officers for service-connected 
disorders ranging from diabetes to loss of 
an arm. In practice, most of such dis- 
abilities have been civilian-type ulcers or 
nervous disorders, not wounds by combat* SO 

Ouch avenues of critlcisrs must be closed* '*3ervica incurred" 

disability must be narrowly defined* 

Provisions for adequate medical examinations and 

their review muat be provided in the laws governing the 

granting of disability benefits in the several retirement 

systems. inch laws must be adhered to stringently. 

Periodic medical ex.riBii nations should be adiainiotered to 



79 Dee Appendix X. 

80 The United Dtates Uews , Pacts of Military 
Pensions, December 12, 1947, p. 19. 
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non-specific disability®^ cases in an effort to restore 
the disabled man to his rightful self-supporting place in 
society. In the accomplishment of this task, no impedi- 
ment should exist in the restoration process. In the 
restoration of non-specific disability cases, the dis- 
ability benefit should be based on the indiridual’s 
actual physical condition and not on hia earning power. 

In this manner the indiTidual’s readjustment initiative is 
not taken away. fe taay not rely on his disability bene- 
fit for security in case his physical condition improvea 
nor is he discouraged from developing hi a earning poten- 
tial. In cases of fspecific pearmanent disability, whether 
partial or total, the compensation award should be fixed 
and irrevocable aiid should not bo influenced by the 
estrnings or earning power of the individual. 

The present basis for computation of disability 
benefits for the naval enlisted risan is not as simple as 
that for the officer. The disabled enlisted man with 
sixteen years of naval service receives one-tbird of his 
base pay plus longevity and this is increased by 10 per 
cent if he is credited with extraordinary heroism 
(determined by the Decretary of the ¥avy) . If the enlisted 
nan lias twenty years of naval service and if he enlisted 



81 Specific disabilities may be typified by 
amputations, blindness, etc. 

82 Douglas C. McMurtrie, "delation of ^arnin;; Power 
to Award of Compensation for Disability Incurred in 
>4ilitary or Haval Service , p. 3* 
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sutisequent to 1 July 1925, he may receive a disability 
benefit araounting to one-half bis base pay, and after 
thirty years of active and inactive service aiay receive a 
retirement benefit of onc-half pay plus longevity. The 
enlisted man disabled with not less tlutn ten years of 
service who has not been discharged for leisGooduet ®ay 
apply to the Jecretary of the Ilavy for a Ikival Invalid 
Pension. If he has ten years* service but less than 
twenty, the decretary of the IJavy requests District 
Comaiandants to convene a board of tiiree Isaval officers, 
one of whoa must be a Eedical officer, to examine into 
the condition of the applicant and to determine the 
percentage of his disability, tise amount of pension 
recorataended, and the period for which the pension is to be 
effective. Tiiis report goes to the Veteran’s Administra- 
tion which grants the pension. 

Veteran’s Admin isti'at ion pensions for total dis- 

. 83 

ability, in most cases, amount to $138.00 a month 
regardless of the serviceman’s rate. Partial disability 
pays less; a 10 per cent handicap, for example, pays only 
'13.80 a month. Loss of an arm or a foot adds &3B. to tiie 
monthly '«138. total disability pension. Loss of both legs 
rates a total of #200 monthly. It may be added that naval 
disability allowances computed on the basis of service, as 
discussed above, laaiy be waived in order to receive 

83 Public Law 314, 27 Kay 1944. 
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dleability pension allomincea from the Veteran’s 
Administration . 

Ve can not justify the difference in disability 
benefits between officers and men in the yavy. is 

accepted as a retireable disability for an officer at 
75 per cent of his bass pay should be a retireable dis- 
ability for an enlisted nan at 75 per cent of hiu base 
pay* The benefits of the two should be determined on a 
cosiraon basis* The uncertainty of enlisted personnel 
disability beaefite ia no aid In recruiting rsen for the 
service • 

The interpretation of percentage of disability 
incurred by an enlisted man may vary with the different 
examining boards. Such procedure is bound to have a 
deleterious effect on morale. 

The difference in disability benefits between 
officers and enlisted sien say not be justified on the 
basis that enlisted personnel learn a salable vocation in 
the ICavy* A physically disabled boatswain’s mate is no 
better off in civilian life than the disabled naval 
officer* 

It is esoeritiai that a uniform system of computing 
disability benefits be established tliroughout the service. 
A system of transfers within the service should be 
developed in order to utilize those individuals who, while 
not fit for unlimited service, may still be productive in 
limited service. Moreover, if a total disability 
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retirement is as?arded, the individual must he granted a 
benefit sufficient for hiiu to live. >uch proviaions 
should be applicable not only to officers and men of the 
Haval Service but to the members of all other military and 
civilian Bcrvices as well. A plan similar to that pro- 
vided for foreign Service Officers should be adopted in 
all services. 

*hile a wide difference exists in the dia&bllity 
benefits betwsea officers and men in the ilaval -Service, 
there is no difference in dependency benefite due to 
death in the service not from siaconduct. Death due to 
misconduct » of course, leaves the dependent nothing* The 
shortcomings of this procedure have been diacussed. In 
case of the serviceman’s death in line of duty, tlie widow 
is granted a gratuity amounting to six months base pay of 
the deceased and a monthly annuity of thirty dollars per 
month, plus t\?enty dollai’s per month for the first child 
and eighteen dollars for additional children. The 
allottmcnts for the children continue until they reach 
eighteen years of age. This sum is not sufficient. 
Pi’ovisiona for adequate dependency benefits in the iTaval 
Service are of prime importance and mast be adopted. 3uch 
provisions are necessary not only for tlie high morale of 
the service but they are essential to the maintenance of 
the serviceman’s self respect and dignity. This has been 



discussed 
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IV 



A R:Tiii3j/fNT ?la>[ m tki u-tit-;!) ?TATi?:?> 



"K'a m&y conclude that the Navy Hctlreraent 'Jystea 
must be adjusted oo that it vd.ll operate in confonuance 
8(fith acc«x>ted principles of retirccient* Tim public does 
not look with favor at the ever-iacreasin.;5 costs and the 
arbitrary practices of the present ir&vy retii-ei:ient ays tens. 
A socially acceptable change in the structure of the 
aystera will not necessarily mean lower benefits or lesa 
* take-home ** pay for naval personnel. It will mean that 
the plan will be based and operated on retirement prin- 
ciples acceptable to the public. The adoption of a 
different concept of retirement in the /'Tavy may be con- 
sidered as a definite probability* there being no reason 
why the J,lavy retirement systos could not operate in 
conformity with the principles previously discussed 
herein. Moreover such a plan could be constructed ao that 
the objeetiveo and operation of the Ifavy promotion system 
would not be endangered* 

The adoption of a contributory system is of prime 
importance. Two problems evolve from this step. Tirat 
the question of salary incx’eases sufficient to take care 
of the emvount of the contribution and second* the question 
of the status of incumbent raessbers of the service. 

?feither of these problems is too difficult* An increase 
in salary should be granted to members of the service. 
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oUch increase should equal the aaount of the required 
contribution. 



Salaries in the sailitary, as in ciyil service and 
industry* shoulvi be determined scientifically. It ia a 
necesoary step in the institution of a contributory re- 
tirement plan since contributions are based on salarle'^. 
Hanson Baldwin laaiieg the statement tliat 

...the pay of our enlisted men is by far the 
highest in the world and Congress is about to 
be urged to grant a considerable pay increase 
for officers. tlje Arasy aud JJavy already 

enjoy economic privileges. . .which put their 
personnel in a socially and econo.'iically 
favored position* mq should not forget that 
the first step toward autocracy in any nation 
is the creation of a specially privileged 
sjilitary class. 34 

A cciaparlson of salaries between the military of this 

country and the military of other countries ia unfair and 

mislealing. Labor in the united states is paid the 

highest ’.^gc in the world* This docs not prevent labor 

from securing wage increases— nor should it affect the 

military services. The naval officer is in a less favored 

position economically today th$in he was after the first 
85 

torld •’ar. Salaries in the railitary should have a 
scientific basis and nhould be related to salaries in 



84 Hanson Baldwin* Tlie Military Hove In, Harpers 
ySigaaine , .Jeceaber* 1947, p. 483* 

85 Yice-Adairal Bechteler, the Senior Havy repre- 
sentative on the Joint Icrvice Pay '’ommittee, stated t^»t 
his father* as a dear Admiral in iforld fer X received a 
greater monetary “take home” pay than he did as a Rear 
Admiral in «'orld </ar II. The :favy pay iias not increased in 
proportion to the increase ia taxes and the cost of living. 
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other services and industry in the United .itatea. This 
relaticnsbixi should he raaintained* The contributory 
syateei would negate one so-called ^cconoinic privilcr'e** — 
that of a gratuity retireaeot benefit--and allow for *nore 
accurate comparison of salaries aaong the several service o. 

■'’or present menhers of the naval service, an 
equity equal to that which would have been developed had 
they contributed to their retirement throughout their 
service should be cjcedlted to their retirement fund account 
Thic ohould be done by congressional appropriation of the 
necessary funds* Tliose menbers of the Uaval Service who 
entered prior to the adcptlon of the new plan should be 
allowed an election between the new r.nd the old retirement 
system in order that the terras of their enlistment con- 
tracts may be Cfirrled out in good faith. Slccticn of Vm 
old system, naturally, would raahe ouch individuals in- 
eligible to any advantages th«it nright accrue under the new 
oysters* However, the new system would be compulsory for 
new entrants into the service. 

The contribution rate required of th? nerviceman 
would be deterniined actuarily in order that the guaranteed 
benefits would have a sound and acceptable basin. '’>uch 
determinations are the job of an experienced actuary and 
are far beyond the scope of this paper* 

Tae govei'nment would match the serviceman’s contribu 
tions if he fulfilled certain reauirementG. These 
requirements will be discussed cubaequently. The araouot 



88 



of the Savy ’ 0 contri'buticno ifoald be determined actuax’ily 
and 7?ould be appropriated annually into an actuarial x*e- 
aerve fund* 

The e>r,ployee’s accuraalated funds ahculd be 
deposited in the Treasury of the united states and should 
be interest bearing. Until otberwiee prove! unsound, the 
employer's matching contributions, actuarily detcriclned 
on the basis of ths nuisber of personnel •»ho be coma dis- 
abled, meet death in the service, retire cn sup-e ran nuati on 
benefits, etc., vmuld be appropriated unnanlly and 
deposited in an interest bearing actuarial reserve fund. 
Together these funds would supply the necessary annuities 
to beneficiaries. The size of such a fund deen not 
preclude the establishment of an actuarial reserve fund* 

It has been stated that in itself does not make 

86 

any reserve system of insurance unworkable.'* It is 
possible that such reserves would ba .relegated to book 
reserves rather than real reserves, this might be true if 
such funds were used by the government for deficit finan- 
cing. .iven so, with the full faith and cx'cdit of the 
United States dovernment behind such reserves, whether 
real or book, the safety of the fund would be guaranteed. 
The establishment of such a fund is worth a thorough 
invest igation and trial. 



86 'arker, op. cit . , p. 295 
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specially trained Supply Corpa peraonnel would 
adninister the fund under the direction of a Beard of 
Truateea. -tt lo proposed that such hoard he conpooed of 
six merahera and include the Secretary of the 'i^reasury, 
the Secretary of defense, the Secretary of the rravy, the 
Chief of the Bureau of Suppliee and Accounts, the Chief 
of the Bureau of Medicine and Surgery and the Ihief of the 
Bureau of haral Personnel. Thus "both ciTilian and naval 
interests would he represented on the hoard* 

dupe rannuat ion benefits for officers would he 
coapated at 2 per cent of the individual’s last active 
duty salary plus longevity multiplied by the number of 
years of service, such benefit not to exceed 60 per cent 
of final pay. -iligihility for superannuation benefits 
would come after the officer reaches age sixty and lias 
thirty years of service, dowever, an individual might 
receiik'e ”age credit**, not to exceed eight years, for 
hasardous or physically deteriorating duty or foi* duty in 
ciiiautes wnich would coutribute to the phyaical deteriora- 
tion of the officer. By such a method an officer migjjit 
become eligible for superannuation retirement at age 
fifty-two wita thirty years of service. A isaximuis of 
eight years of *age credit^ is suggested because the 
average naval officer would have thirty years of service 
at age fifty- two. Coapulscry retirement would remain at 
age sixty-two. Practically all naval officers would create 
some '*age credit" because of the prcictice cf rotation of 
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duty* Thfj requiremsnta for auperaunuation tssnefitG 
would be related to tho^e of other retirement plane. 
HoxTCVcr, differences bet^en tlifi Maval "Jervice and tiie 
'jsore sedentary seryiceo would be reco^'uiiied. 

Election of a Joint suryivership annuity would be 
allowed the officer at the tine of his retirecaent. 

Unlisted personnel superannuation retirc.,aent pre- 
sents other factors. The duties of such indiYiduals are 
usually more athletic than those of the officer, 'fney 
require more physical activity. ^Satisfactory superannaa- 
tioti retirement requirements for enlisted personnel might 
be derived by setting the age-service requiremento for 
compulsory retirement at age fifty-two with thirty ,yeare 
of service. However, after twenty years of service and 
upon reaching age forty- two, several choices of future 
naval service might be offered the enlisted man. lie might 
be transferred to active duty in the ilaval Reserve; hs 
might become ineligible fox* certain types of rugged or 
physically deteriorating duty, unless ha de.cirod and was 
considered fit for such duty; or, he might be retired on 
an annuity payable at age fifty- two equal to 2 per cent 
of hio base pay plus longevity isultiplied by his number of 
yccvX's of service, duch person would receive a six month 
salary separation gratuity. Provisions for a reduced 
annuity (payable after twenty years service and age 
foi‘ty-two) equal to 1 1/S per cent of the enlisted nan’s 
base pay plus longevity multiplied by his number of years 
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of service might be adopted* Hoover, early retirement 
must not be made too easy. Incentive to remain productive 
should be provided* There are many Jobs of a sedentary 
nature in the Havy that could utilize the experience of 
the Mavy enlisted nan of over twenty years aexrvice. It is 
recoimtiendcd that retirement of enlisted personnel become 
compulsory at age 52 unless further service is desired by 
both the Havy and the enlisted raan* In no case should 
such service extend past the enlisted man’s sixty-second 
birthday. 

Several different provisions are suggested for 
those officers ^selected out* of the service. Officers 
having over tis^nty years of service should receive an 
annuity equal to 2 per cent of their last active duty pay» 
plus longevity » mltiplied by their number of years of 
service payable to them upon reaching fifty-two years of 
age, or they might receive a reduced annuity payable to 
at the time of their separation* 3uch individuals 
should receive a gratuity of ai* months pay on their 
separation from the service if the former plan were 
elected. This is proposed in an effort to encourage them 
to elect an annuity payable at age fifty- two. same 

provisions are sug^ieated for individuals “selected out* of 
the service who have more than ten years of service but 
less than twenty years. However, computations of their 
eventual retired pay would be based on 1 i/2 per cent of 
their base pay plus longevity multiplied by the munber of 



years of service with no right to elect a reduced annuity 
payable on se|3aration. This seems just i-f led in that such 
personnel are young enough to adapt theJaselres to 
civilian life* Those separated with less than ten years 
service, but more than five, should receive a six month 
pay gratuity and their accumulated contribution a plus 
interest could be transferred to their credit in some 
other retirement plan, possibly the Social 3ccarity 
or retained in the Kavy Shod. Ho provision for such 
a practice exists at the present but it is in conforsuity 
with sound retirement principles. Men separated with 
less than five years service should have tijsir contribu- 
tions returned plus accumulated interest* Although the 
money should be set aside for the individual’s retirement, 
the high rate of separation from the service during the 
officer’s first five years of service and the high costs 
of administering such accounts mices the return of such 
contributions more practical, as Indicated by the 
experience in the federal Civil Service. 

Voluntary separation presents little difficulty- 
It is recommended In such cases that the serviceman’s 
contributions plus accumulated interest be transferred 
to his credit in soma other retirement system. It is 
repeated that such funds should be retained for the 
retirement benefits of the individual if such individual 
has over five years of service. 

Dependents of laembsrs of the Haval Service who meet 



death in the service not as a result of their O’snn nis- 
conduet* should receive an annuity equal to 1 1/2 per cent 
of the pay of tiie deceased plus longevity nultiplied by 
his number of years of service. In no case should such 
benefits be less than 30 x>er cent of the salary of the 
deceased* In addition» a gratuity amounting to six 
months’ pay of the deceaoed should be granted his 
dependents* In the event of a serviceman’s death as a 
result of his own misconduct, the dependents of the de- 
ceased should receive only his contributions plus accumu- 
lated interest* The obligation of the Saval Jarvice in 
the latter case la quite different than that in the 
former. 

Tac basis of disability benefits should be uniform 
throughout the Naval Service and there should be no 
**length of aervice*’ requirement necessary to baco’xe 
eligible for a benefit. Total "service incurred" dis- 
ability benefits should amount to 60 per cent of the 
individual’s pay plus longevity but not be less than some 
stipulated sufij* This would tahe care of the mn in the 
low pay brackets and with little service. Benefits for 
total disability due to "natural” causes in line of duty 
should consist of a minimum of 40 p«r cent of the 
individual’s base pay plus longevity or 2 per cent of the 
individual’s base pay plus longevity times the number of 
years of his service, whichever amount is the greater* 

Insofar as possible, partial di stability should be 
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tcUccn care of "by transfers within the service and hy 
liaited duty status, lowever, where this is not pcssihle, 
offioern and enlisted aen should he governed, hy the satne 
rales* These suffering partial dieahility should receive 
& benefit coaMrensurate with that disability. The adiainio- 
tration of such a progriis aust he carefully supervised. 
Differentiation laust he isade 'between x>eraanent and non- 
persanent disabilities. Individuals la tlie latter 
category should receive periodic exasinatiooa to detercjine 
status of their disability. There should be no 
differences in the rules governing disability beneflto or 
qualifications therefor between officer and enlisted 
personnel. Keither should the service retire an individual 

on a partial benefit when he is unable to work cluewiierQ 

87 

because of his physical condition. Cj^reful adi?iiniotra- 
tion of this phase of retirement is es.eontlal. 

Disability received by a member of the haval 
Service aa a result of his own wilful misconduct nullifies 
most of the reeponsibility of tl'ie FTaval Service for that 
individual. Such individual should receive benefits 
comtaensarate with those vftiich Ms contributions and 
accumulated interest would purchase. If he is totally 



87 A Veterans Administration doctor in a large city 
told the writer that he had a case of a veteran said to 
have been in perfect physical condition at the tine of his 
release from a military service and yet one week later the 
veteran failed to pass the physical examination for the 
postal service on account of a heart condition and was 
thus refused the eaployEsnt. 



35 



dl3a\>l6d and apt to becoae a ward of society, such funda 
should he turned over to a ijuhllc institution ao an aid 
toward his support. If he ie not apt to he cone a v/ard of 
society, such funds should he used to buy aim an annuity. 
The amount, while aifiall, would he an aid in his sahsiat- 
ence* Partial disability received as a result of an 
individual's ovm wilful mioconduct should be handled as 
in the latter case. Hovrever, if such a disabled indi- 
vidual were able to earn a livelihood his contributions 
should be transferred to his credit in another retirement 
system. 

In our efforts to arrive at a common basis for 
retirement benefit computation and rates of contribution 
among the several services, eonaideratiou might be given 
in the l^aval Service to the inclusion of living aliowaacea 
in the coraputation of benefits and as a basis for con- 
tributions. .;uch inclusion would enable a more equable 
and fair comparison of the several retirement systems and 
would aid in the achievement of more uniform mothodo of 
benefit computations. 

It is strongly recoirj'sended that all retired pay be 
tax eseempt regardless of the reason for which the benefit 
is granted. The basis for such recosesendation ia the 
fact that the income tax has been paid previously on the 
contributions which make possible the retiresent benefit. 
In ouch case taxing retired pay is the saiae as taxing the 
sansa income twice. Consideration should be given to the 
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fact that individuals recsiving retired pay are theoreti- 
cally no longer productive and are living on an ^earned** 
incosae upon which a tax has heen paid. iPayiaeat of iacoae 
tax on retired pay aeeraa unjustified. 

The effect of the foregoing retirement system on 
the Haval Service would be favorable in many aspects. Pay 
increases would ensue* This would attract young men to 
the Haval Service. Tcunger men are attracted aiore by the 
figure behind tile dollar sign tlian by so-called “hidden 
benefits*, even though compulsory contributions must be 
made from this higher salary. Enlisted men arc not 
appreciative of their retirement benefits until after their 
fii'st enlistment. Haval pay would compare with the pay in 
other areas of endeavor and attract more and better men. 

Tills plan of retirement applies the positive method 
of motivation in personnel management atjd %oald be a 
stimulant to morale. Individuals would not be held in 
the Haval .Service by the intangible equity in their retire- 
ment benefits. Hot only would this factor increase morale 
in the Eaval Service but it would increase the efficiency 
of the service, lien would remain in the service because 
they wanted to rtinaain in the service, interest and desire 
arc contributors to offieiency. The future liavy would 
benefit. The incumbent iaembers of the Haval Service would 
be exposed to the same stimulating factors if such a plan 
r?/ere adopted. 

The several benefits proposed in this system 
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esiphaaize the econorale security aspect of retirement 
rather than the reward for service. Provisions necessary 
for the high morale of personnel are included. The sys- 
tem la one which would he generally acceptable and in 
conformity with present day retirement thought. 

It is realized that this plan is not In atx’lct 
conformity with all of the principles of retireraent plana 
as set forth in the preceding chapters. However » it is a 
workable plan— a st^^xt. Evolution and change come 
slowly— but a plan such aa the foregoing would be an 
initial step in the right direction. 
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CHAPTER V 
COHCliiaiOH 

Hetireraent plana aiust "be djnarsic. They must change 
as our society changes. They mst be progressive. Our 
nilitary retire^asat systems hare reaaiaed relatirely 
unchanged sines their inauguration. On the other hand, 
constant change has accompanied our civil service plana. 

It is necessary that retirsnssat plans confers to the 
accepted thought cf the day. 'Jhat •was accepted yesterday 
®ay no longer he accepted today, ’.jliile •'Se recognize 
retirement systems aa an instrument to talce cars of ua in 
old age* w5 must also have an idea of -shat is accepted a» 
old age. .(.liersag at one time it was expected that one 
should work no long as >iO was ahle, conpalsory retirorsent 
ages are n'lw included in most retirement plans. There lias 
"been a tendency to reduce the age of compulsory retirement 
over a period of years just as the vTorking day and tlie 
working week have heen deorsased. At loTier rotirenent 
ages hcncflts will coat more. Over a period of yearu 
viewa on acceptable standards of living liave changed. 

'This in hound to affect what is an acceptable and adequate 
retirement benefit, 'luch factors as these cliange and 
these changes auot be recognised o,nd retircjmint systems 
altered to meet such changes. These alterations must be 
adopted in such a nanner that they arc fair and equable, 
adequate and acce,ptable. Hetirement plans must change as 
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philoaophy concerning retirement changes* Only "by such 
necessary modifications vrt.ll a retireraent syaten rise 
above attack anl oriticium* This is true of tlie military 
and civil services ^diose severest critic and employer, 
the general public, is only too re&.iy to find flaws in 
existing systems. Cur present retirement piano must be 
.justified in the light of present day retirement thought. 

All retlrcraent plans should have a coixman baoia for 
benefit corsputati ons» Contributiotia tov?ard an individual’s 
retlrem»*nt should be baaed on a percentage of hia total 
salary. Thla basis tshculd be uniform throughout the 
several services. The ettiplo/er should match the 
employses’ centributiona » la some cases much as dis- 
ability, death, etc., the enploycr’e overall contributions 
to the fund should be greater than the employee’s. Hiia 
lo a social responsibility of the employer. 

A coiar.^ittee investigation of Social .Jecurity and 

Federal Oivil hervice Votirtrmsnt benefits recormoended 

...tliat the provision 0 urnler the .^ociul Security 
Hct should not be more favorable than those of 
the Tfederal Retiremernt Act and that the tv/o 
federal Acts should be properly coordinated, not 
that the provisions in the latter should be re- 
duced to the level of the former, but rather 
they should be raised vrhsrever they are lower .88 

This is in line vrith our reasoning that t^ierc should be 
some equalization of benefits throughout the several serv- 
ices. ’^.etirenent benefits should not create a privileged 



8B '-csher and .rtngsley, op. clt .. 



p ® 0.2G 



iOO 



class* ^at the individual receives he should earn, f^s 
may do this only if he is paid a Just salary and con- 
tributes on the basis of that salary throughout his 
productive years* This applies to all servicee--miiitary 
and civil. 

In conclasioa, a retiresient plan to be generally 
acceptable today Kiust be cn a contx*ibutory basis, tlw 
retirement fund must be based on actuarial computations 
and, if considered feasible, it should operate as a true 
actuarial reserve fund; it must be well adiainiatered; it 
must not allow for too early absolute retirement; it must 
recognise the equity earned in the funds by the employees 
it must provide adequate superannuation benefits; it must 
provide for the support of disabled employees; it must 
provide for the dependents of a deceased employee killed 
in service; it must operate in such a way that benefits 
are considered the earned right of the employee and not a 
gratuity; and it must be operated in auca a laamier as to 
place it above public reproach. 

The adoption of such a system for the Javy would 
lead to a more receptive attitude by Congress in the 
consideration of salary increases; it would make salaries 
in trie ifavy more comparable with those in other fields of 
endeavor, thus attracting better men to the service; it 
would provide uniforsa disability and adequate dependency 
benefits; it would improve the efficiency and morale of 
the service; and finally it would remove the fiavy aa a 
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* Hidden" Pay Received by a ifary Ceaiaan i**irat Clase 

{tingle) 

Here are t]ie official figureei 

YfARLY 



Item lary 

1 . Food ? 

2. Lod^'fing F 

3. Clothing 7 

4* Doctox‘ and Hospitaliaation F 

5. Dental nare F 

6. Annuity (?'107*25 par laonth 

after 20 years) F 

7. Social .-seurity S 

8. Income xdx -* ‘J. i« S 

9. Cash after above <^1080. 00 



?"’lvillan 
; 460.00 (l) 
234.01 (1) 
146.40 (1) 
45.60 (1) 
7.20 (1) 

1610.76 (2) 
30. OD 
662.00 (3) 
1080 .04 



54285.00 '42P5.00 

Key 

IS • Kxs'npt. 

F - ilsrnisbed by the Fary. 

1 - Cost of living fijarsa for April 1947 from Tureau of 

i^bor Statistics, Dspt. of I^bor. 

2 • Rates of one of the better-known insurance ooapaniea. 

3 - Bureau of Internal Revenue, Form 1040, 1946. 



* From ’’iSbat’a Youx* x?avy Ooliar Forth?**, Bureau of H&val 

Personnel, ^^isbiri^jton , D. C., Bulj*, 1947. 
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APPIiOlX II 



To i'lnd the Goijpount latereat on o. Oivea ouis. (The Inter- 
est Yearly - Under the ijiren rate Per Gent and 

opposite the number of years find the amount of ^1, and 
multiply it by the .Principal. Jor the interest alone 
subtract the principal or subtract (l) from the aaount 
given bclo'Sf bafore multiplying) • 



A^iount of at Compound Int^^rest 
Per Cent 

Time 



Years 


2 


2 1/2 


3 


_.3_l/2__ 


4 


.4 l/3_ 


1 


1.02000 


1.02500 


1.03000 


1.03500 


1.04000 


1.04500 


2 


1.04040 


1.05063 


1.060951 


1.07123 


1.08160 


1*09203 


3 


1.06121 


i. 07689 


1.09273 


1.10872 


1.12486 


1.14117 


4 


1.08245 


1.20381 


1.12551 


1.14752 


1.16936 


1.10252 


5 


1.10406 


1.13141 


1.16927 


1.18769 


1.21665 


1.24618 


6 


1.12616 


1.15969 


1.19406 


1.22926 


1.26552 


1.30226 


7 


1.14869 


1.1SS69 


1.22937 


1 . 27 228 


1.31593 


1.36086 


a 


1.17166 


1.21840 


1.26677 


1.31681 


1 . 3o3n7 


1.42210 


9 


1.19500 


1.24886 


1.30477 


1 .36290 


1.42331 


X.4G610 


10 


1.21899 


1.28008 


1.34392 


1.41060 


1.48024 


1.55297 


11 


1.24.337 


1.31209 


1.38423 


1.45997 


1.53945 


1-62285 


12 


1.26824 


1.34489 


1.42576 


1.51107 


1.60102 


1 . 69588 
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Ai’F&SDix m 

ria.Iarlea at loTQlzn JgrTlcfi Officera 



Tiiare stoll be sevaa classes of Foreign Jjsrirics 
nfficers includin,'; the claes of career ^sinister* *Phe per 
annum salary of a career minister ahali he |13,503. Tbfi 
per annum salaries of Foreign Service officers within 
each of tiss other classes sii&ll be as follows: 



vlass X 
riaso II 

Claiss III 

^laao 

riasa Y 

Class VI 



12,000 > 

10 >000, 

11 , 300 . 

3 . 00 . 5 , 

3 . 500 , 

6 . 0 . 00 , 

7 . 500 , 
4 , 50 . 5 , 

5 . 500 , 

3 , 300 , 

^ a 



’; 12 , 400 , 
13 ,350 > 

3 . 300 , 
3 , 800 , 

6 . 300 , 

7 . 300 , 

4 , 700 , 
5 , 7 . 00 , 

3 . 300 , 
4 , 400 , 



‘ 512 , 800 , 

10 , 700 , 

8 , 600 , 

3 . 900 , 
6 , 600 , 

7 . 900 . 

4 . 900 , 

5 . 900 . 

3 , 700 , 



•513,300, 

11 , 4 ) 0 , 

8,000, 

6 . 900 , 
5 , 100 , 

3 . 900 , 



to, 300. 
11 , 750 , 

0,200, 

7 , 200 , 

5 , 300 , 

4 , 100 , 



s Fro»i Public Law 724, >a3?t T>, lection 412» 



IV 
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Hayy Retirgicerit -Pay Talkie for 20 Years or <ore "Service 

!e tireeient for service for 20 years or T8oro» Totals 
are tased on 2 l/2r> tinas nu'.li^er of yerir? service couatin-j 
6 raoetbs or more as one full yeai*, ti.aes tiie "base ^ay and 
longevity ci'editcd at late of retirement » Note that frac- 
tional year of 6 months cr more count iri;’? as a full year 
applies to the coiapa tation of T^sreantat^-o only, fnis pro- 
vision does not apply to the computing of longevity credit. 



Retired ray 



50;i 



*- 7 . 












A K ^ 

20 -20i 204--S1 2 I- 2 U- 21i-22i 22i-25y 



Admiral, Vice 
Admiral, hear 
A.dffliral (Upper 
h&lt) 

Rear Admiral 
V Lois'S r half) , 
Coraraodore 
Captain 
Cosadr. 



366.67 



386.00 403.33 



421.67 



Lt • CoEuir . 

i,.'ieu t • — — ® 
..naign 



It 



Retired 

Adm . , Vi ce _ A.dm . , 
Aim. ( i;ppes*) 
Re ar Adm . ( Le ?.« r ) 
Commodore 
'"‘eptain 
Contdr . 

Lt » Comclr . 

■U i e u t * C . . V' . 

Lieut..jg.C 
Lnsign 






i ,Ui 



275 


.00 






28S. 


75 


302.50 


316 


*25 


33G 


* -O it 


250 


nps^. 


n A 
-J « 


88 


272.25 


?.J04 


.63 


208 


.55 


21 s 


.97 


827. 


39 


238.22 


249 


.05 














Pi; 


!^-23 


«3-3a^- 


178 


.75 


187 


« 69 


194. 


91 


204.19 213.47 


249.05 


17a 


.75 


187 


.CO 


19 4 » 


91 


20* .10 


?U3 


.47 


14'i 


.50 


156 


.98 


163. 


01 


170.78 


178 


.54 


130 


« 0«j 


13C 


.50 


141. 


75 


148.50 


155 


.25 


60^ 


60?? 


621,1 


65-^ 


^7f 




_2Sfr 


••24 . 


24- 


Y 

24^, 


A R 
24 i'- 


ijOA 25^-261 


26fr«* 


27 






440 


.00 


458. 


33 


476.67 










330 


.00 


343. 


75 


357.50 






397 


*00 


308 


.00 


320. 


S3 


333.66 


346. 


50 


355 


.ac 


260 


.50 


280 . 


75 


201.96 


303. 


10 


259 


.88 


263 


.50 


280. 


73 


291 . 96 


303 » 


19 


222 


.75 


fj *n 

^W«i> 


.00 


240 • 


73 


250.25 


359. 


88 


1S6 


*30 


193 


.20 


2<:}1. 


25 


209,30 


217. 


35 


X o2 


.00 


168 


.00 


175. 


00 


182.00 


189. 


00 



V* '^.,',0. with more than 20 years comissianed aex-vice 
wltii creditable record. 

« C.L.Q. with more than 10 years ccu'iisoioned service 
with creditable record. 
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APP^:i?DLX; IV (continued) 







70;4 


■ 




75l 


Retired Pay 


27-27^ 


Y 

2rkr2Q± 


U A R 
28^-29i 


J 

29^-30 


Over 30 


Adm., Vice Ad»«, 


495.00 


513.33 


531.67 




550.00 


■tear Aim. (Upper) 


Rear Adm • i Lowe r ) 


371.25 


385.00 


398.75 




412.50 


Coiasiodore 


Captain 


358.88 


Z>72»17 


385-46 


398.75 


412.50 


Coradr. 


314.02 


325.65 


337.28 


348.01 


412.50 


It. Gondr. ^ 
Lieut.C.??.0.^ 


314.02 


325.65 


337.28 


340.91 


360.94 


269.16 


270.13 


289.09 


239.06 


309.38 


Lieut. jg.C.sf.O.* 


225.11 


233.45 


241.79 


250.13 


256.75 


Snsign 


195.75 


203.00 


210.25 


217.50 


225.00 



irst C..V.O. with more than 20 years coiaaissicned service 
with creditable record. 

C C. v.O. with ffiore tlian 10 years cotaialssioned service 
with creditable record. 



Retainer and ^tireinent i*ay» Havy Bnlisted Personnel 

Eligibility 

eligibility for transfer to Class F-5 Is based on 
twenty years active naval service. An enlistment termi- 
nated three months or lees prior to normal date of dis- 
charge for convenience of the government, or service in 
a minority enlistment, are considered a full four year 
enlistment when computing total service. Eligibility for 
transfer to Class F-6 is based on twenty years active 
ybderai service, day-for-day. Federal service is all 
active service in the Army, Ilavy, Karine Corps, or Coast 
Guard. 



Retainer Pay, Option One (Old) 

Under Public l.aw 732, 75th Congress, retainer pay 
for Class F-5 waa coraputed at the rate of one-half base 
pay at time of transfer, with no additions, regardless of 
length of active service in excess of 20 years. Upon re- 
tirement at the end of 30 years’ total service, men are 
entitled to the permanent additions gained in performance 
of active duty. Their retired pay is computed in the 
same aanosr as for Class F-d-d roeo with equal service. 

Paygrade 1 1-A 2 3 4 5 6 7 

82.50 75.00 67.50 57.50 50.00 45.00 40.00 37.50 
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A?X>5MDIX IV (Continued) 

i^e tired Pay* Option One 

Pay- 

grade 

Serv- 



ice 


1 




1- 




2 




3 


4 


5 


( 


3 


7 


20 


132 


.03 


120 


.00 


108 . 


.00 


92- 


.00 


80. 


.00 


72 


.00 


64. 


.00 


60. 


.00 


21 


140 


*25 


127 


.50 


114- 


.75 


07- 


.75 


85. 


►00 


76. 


.50 


68 


.00 


63. 


.75 


24 


148 


*50 


135 


.00 


121- 


.50 


103- 


.50 


90. 


.00 


81. 


.00 


7f>. 


.00 


67. 


.50 


27 


156 


.75 


142 


.50 


128- 


.25 


109. 


.25 


95- 


.00 


85. 


.50 


76. 


.00 


71. 


.25 


30 


165 


.00 


150 


.00 


135- 


.00 


115- 


.00 


100. 


.00 


90. 


.00 


80. 


.00 


75. 


.00 



Ketainer and Retireaent Pay, All Claesses 

Option Two 

Under Public law 720 raen of all claoseo* S’lcet Re- 
serve, were permitted to elect one of two methods of com- 
puting retainer pay* The second method compute* re- 
tainer pay at rate of 2 1/2^ of base pay and longevity, 
multiplied by number of years of ACTIV5: EiOiaAL SrmviC^,, 
The rate of pay will continue in effect upon retireraent 
at end of 30 years total active and inactive Federal 
service* Add 10^ for extra-ordinary heroism if entitled 
triers to* 



Pay- 


















grade 
















5erv- 
















ice 


1 


1-A 


2 


3 


4 


5 


6 


7 


20 


107.25 


97.50 


87.75 


74.75 


65.00 


58.50 


52.00 


48.75 


21 


116.94 


106.31 


95.68 


81.51 


70.88 


63.79 


56.70 


53.16 


22 


122.51 


111.37 


100.24 


85.39 


74.25 


66.83 


59.40 


55.69 


25 


128.08 


116.43 


104.79 


89.27 


77.63 


69.86 


62.10 


58.20 


PA 


138.60 


126.00 


113.40 


96.60 


84.00 


75.60 


67.20 


63.00 


25 


144.38 


131.25 


118.13 


100.63 


87.50 


78.75 


70.00 


65.63 


26 


150.15 


136.50 


122.85 


104.65 


91.00 


81.90 


72.80 


68.25 


27 


161.49 


150.18 


132.13 


112.56 


97.88 


88.09 


78.30 


73.41 


28 


167.48 


155.65 


13? .02 


116.73 


101.50 


91.35 


81.20 


76.13 


29 


173.46 


161.13 


141.92 


120.89 


105.13 


94.61 


84.10 


78.84 


30 


185.63 


168.75 


151.88 


129.38 


112.50 


101.25 


90 .00 


84.38 
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APPIHBIZ V 

Monthly Pay and Alloganceg* Conalgaioned and Tarrant 
Officers! Hayy and £?aval Reaerre 



AlloTff&ncea 

With ' ' ' Without ' 
dependenta denendenta 



Rank 


?ay 


Personal 

cash 

/iilomnce 


Rent- 

al 


Sub- 

sist- 

ence 


Rent- 

al 


3X3t 

ence 


fleet Atoirai 


733.33 


416.67 


12D 


42 


105 


21 


Admiral 


753.33 


183.33 


120 


42 


105 


21 


Vies Admiral 


733.33 


41.67 


120 


42 


105 


21 


Rear Admiral 
{upper Imlf) 


733.33 




120 


42 


105 


21 


Rear Admiral 
( looser half) 


350.00 




120 


42 


105 


21 









Service for 


longevity 




Pay 












Rank and service 


Pe- 




Over 


Over 


Over 


Over 


for x3ay 


ri- 


Base 


3 


5 


6 


9 


7 >eriod purposes 


od 


Pay 




yrs. 


yrs. 


yr.3. 


Commodore and 
Capt* 

Coadr . : 


6 


366.67 


385.00 




403.33 


421.67 


Over 30 yra. 


6 


366.67 










Under 30 yrs. 
Lt* Coradr.i 


5 


330.83 


336.87 




352.92 


368.96 


Over 23 yrs. 


5 


320.83 










Under 23 yra. 
Lieut. ; 


4 


275.00 


288.75 




3^02.50 


316.25 


Over 17 yrs. 


4 


275.00 










Under 17 yra. 
Lieut. (Jg) i 


3 


230.00 


241.30 




253.00 


264.50 


Over 10 yrs. 


3 


230.00 










Under 10 yro* 
Rnsigni 


2 


200.00 


210 .00 




220.00 


230.00 


Over 5 yrs. 


2 


200.00 




210.00 


220.00 


230.00 


Under 5 yrs. 


1 


180.00 


189.00 








C.#.G. : 














Over 20 yrs.,cred- 












i table record 


4 


275.00 










Over 10 yrs., ere d- 












i table record 


3 


230 .00 










Under 10 yr». 


it) 


210 *00 


220.50 




231.00 


241.50 


Warrant Off. 


I- 


JLSOaM, 











t Cosiraiasioned warrant officers during first 10 yra. of com- 
aiasioried service are entitled to "base pay at the rate of 
|2»520 per annum and the allowances of the second pay peri- 
od; a certificate of creditable record is not required* 
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APPiiSDIX V (Continued) 







Service for 


longevity 




?.ank and service 


Over 


Over 


over 


over 


uver 


Over 


for pay 


10 


12 


15 


17 


18 


20 


period purposes 


yrs . 




. jrr s. _ 


_y:r»r. 


yra. 


yrs. 


Coia.'aodore and 














Capt. 
OoEidr. s 




440.00 


458.33 




476*67 




Over 30 yrs. 
Under 30 yra. 




385.00 


401.04 




417.08 




Lt . Comdr . i 














Over 23 yrs. 
Under 23 yrs* 




330.00 


343.75 




357,50 




Lieut * i 














Over 1? yrs. 
Under 17 yrs. 




276.00 


287.50 


343.75 


35’’. 50 




Lieut, (jg) s 














Over 10 yrs* 
Under 10 yrs. 


264. 5'9 


276.00 


287*50 




293,00 




eSnsigns 














Over 5 yra. 
Under 5 yra* 




240 *00 


250 .00 




260.00 




C»‘l?.0* 5 














Over 20 yr3*,cred« 












itable record 










357. 5C 


Over 10 yrs.jcred- 












itaUle record 


264 . 50 


276*00 


287.50 




299.00 




Under 10 yra. 




252.00 


262.50 




273.00 




Warrant Off. 




216.00 


225.00 




234.00 










Service 


for longevity 




Hank and service 


Over 


uver 


Over 


Over 


Over 




for pay 


21 


23 


24 


27 


30 




period purposes 








yra. 







CoT!53aodore and 

Capt. 495*00 

Corsdr* : 

OTer 30 yra. 

Under 30 yrs* 433.12 

Lt. Comdr.s 
Orer 23 yrs* 

Under 23 yrs* 371.35 

Lieut . i 

Over 17 yrs. 371.23 

Under 17 yrs. 

Lieut, i (jg) i 

Over 10 yrs. 310*50 

Under 10 yrs. 

Snsigo; 

Over 5 yrs. 270.00 

Under 5 yrs. 



513.33 531*67 550*00 

550.00 

449.17 465.21 

433.12 449*17 465*21 481*25 

385.00 398.75 412*50 

322.00 333*50 345*00 

280.00 290.00 300.00 
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appendix V (Continued) 









leihrice for len:^vity 


Rank and service 


Over 


Over 


Over 


Over 


Over 


for pay 




31 


23 


24 


27 


SO 


pex'iod purpoaes 


yrs._ 


. _^r«v 


yre. 


yrs. 





C.f.O. J 














Over 2D yr s • » 


cred» 










i table record 


371.25 


385.00 


393.75 


412.50 


Over 10 yrs., 


ered- 










i table record 


310.50 


322.00 


333.50 


345.00 


CTnder 10 yrs. 




283.50 


294.00 


304.50 


315.00 


Warrant Off. 




243.00 


252.00 


261.00 


270.00 


Monthly Pay of Enlisted Men* iJavy and 


Haval 


Reserve 










Tears 


i of service 




Classi- 




Over 


Over 


Over 


Over 


Owr 


Pay fica- 


3 


6 


9 


12 


15 


gradc tlon 


Pay 




yrs. 




SX3. 


yrs. 


1 CPO 


16§ 


173.25 


181.50 


189.75 


198 


206.25 


1-A CPO(AA) 


150 


157.30 


165 


172.50 


180 


187.50 


POlc 

Stic 


135 


141.75 


148.50 


155.25 


162 


168.75 


Cklc 














3 P02o 














3t2c 

Ck2c 


115 


120.75 


126.50 


132.25 


138 


143.75 


4 P03c 














3t3c 

Sk3c 


100 


105 


110 


115 


120 


125 


5 Jic 














Pie 

HAlc 

Bugle 

3tiac 


00 


94.50 


90 


103.50 


108 


112.50 


6 32c 














i?2c 

HA2c 

Bug2c 

3tM2c 


GO 


84 


88 


92 


96 


100 


7 A3 














3tt'3c 


75 


78.75 


82.50 


86.25 


90 


93.75 
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V (Oositiimcd) 



/cars of service 





Class i- 


3ver 


Over 


uver 


Over 


Over 


?ay 


fi ca- 


18 


21 


24 


27 


30 




tion 




._orr3. 




_xrs. _ 


yre. 


1 


C?0 


214.50 


222.75 


231 


239.25 


247.50 


l^A 


Ci»0(AA) 


105 


202.50 


210 


217.50 


225 


2 


i’Olc 

dtlc 

C5klc 


175.50 


182.25 


189 


195.75 


202.50 


S 


P02c 

3t2c 

Ckgc 


149.50 


155.25 


161 


166.75 


172.50 


4 


203 c 
3t3c 
Ck3c 


130 


135 


140 


145 


150 


5 


31c 
Pic 
E*Uc 
Bugl c 
3ti£lc 


117 


121.50 


126 


130.50 


135 


6 


32c 

F2c 

HA2c 

BugSc 

3t2K2c 


104 


108 


112 


116 


120 


7 


AS 

StUZc 


97.50 


101.25 


105 


108.75 


112.50 



Rank and Allowances 



AllQ-rauces 

fith ^’itbout 

dependents dependents 

Rank dental Bubal gtence Rental Subsiatence 



Cormodlore "and Capt. 


120 


42 


105 


21 


Coisdr. : 


Over 30 yrs. 


120 


42 


105 


21 


Under 30 yrs. 


120 


63 


105 


21 


Lt. Cosidr.: 


Over 23 yrs. 


120 


63 


105 


21 


Under 23 yra. 


105 


63 


90 


21 


Lieut. ! 


Over 17 yrs. 


105 


63 


90 


21 


Under 17 yra* 


90 


42 


75 


21 


Lieut. ( Js) I 


Over 10 yrs. 


90 


42 


75 


21 


Under 10 yra. 


75 


42 


60 


21 
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A?^r.>JDIX y (Continued) 







Allowatjcse 






With 






♦Without 




dependent 3 


dcpe?idents 


Rank 


Rental Suh 


sistcnce 


Rental 


Ouhaiatenee 


Hncigni 










Orer 5 yrs. 


75 


48 


60 


81 


Under 5 yrs. 
C. V.O. : 


60 


42 


45 


81 


Over 20 yrs • » 


cred- 








itakle record 


105 


6? 


90 


21 


Orer 10 yra.. 


cred~ 








italic record 


90 


42 


75 


21 


Under 10 yra* 


76 


48 


60 


21 


Warrant Off# 


60 


42 


45 


21 
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APPJiflDIX VI 



the Pay Scales of the Classification Act of 1925, 

As Amended 

ilffectiTe July 1, 1346 
^\Jderal Civil Service 





Oeinrice 


and Orade 
OAF ^ CPC 


feasic 

Jlininjusi 


X>ay mtes" 

PaxlKUia 








1 


1080.00 


1402.00 








2 


1690.00 


2020.00 




1 






1690.00 


2093.04 






1 




1756.00 


2168.2^^ 








3 


1822.00 


2168.28 




2 






1B22.03 


2243.52 




3 


2 




1954.00 


2394 , 00 








4 


2020.00 


2489.24 




4 


3 




2168,28 


2619.72 








5 


2243,52 


2694.96 




5 


4 




2534,00 


2845.44 








6 


2469.24 


2920.68 


1 


6 


5 




2644,80 


3.397.20 








7 


2694.96 


3271.80 








8 


2895.60 


3648.00 




7 


6 




5021 .00 


3773.40 








9 


3271.80 


4024.20 


2 


8 


7 




3397.20 


4149.60 








10 


3648,00 


4400.40 






8 




3773.40 


4525.80 


3 




9 




4149.60 


4902.00 






10 




4525.80 


5278.20 


4 




11 




4902.00 


5906.20 


5 




12 




5905.20 


6862.80 


6 




13 




7102.20 


8059.80 


7 




14 




8179.50 


9376.50 


8 




15 




9975-00 


10000.00 


9 




16 




See note 


3 he low 



1. The rates for the Clerical~ils chan i cal Service, as of 
July 1, 1946, are as follows: 
niI-1, 90 to 97 cents an hour CM-3, |l*20-Sl*27 an hr. 

SI. 04-11 -12 an hour Ctr-4, |1- 35-11.49 an hr. 

3. The rates for part- time charwR^en and x>art-tiiae head 
cliarwosen are ^ and 95 cents an hour, respectively. 

3. 2-0 and CAf-16 have no explicit }>ay rates. They in- 
clude pcsitloua for which Congrese, in individual cases, 
expressly fixes a pay rate in excess of §10,000 a year. 
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APirliJTOIX VII 

A 3sraple Saiaputation of a Superannuation Benefit in the 
Public iSiujployees Betiresjent Systera of Ohio 

As a liypothctical case let ua take a civil servaot 
who la making *1500 at age thirty and starts lii» contribu- 
tions at this point# He contributes on the basis of <'1500 
for ten years, on the basis of |2000 for 10 years, and on 
the basis of 03000 for 10 years, thus making a total num- 
ber of 30 years and age sixty years# 

Humber Vi% Aniount 10 yrs. 

Years Salary <alaary and intere st 

aj 10 $1500 T75 

b) 10 2000 100 

cj 10 5000 150 

d) 00)0 with interest compounded. (20 yro*^ 

e) )1800 with intex'cst cocipoundcd (10 yrs«) 

f) *1800 (no compounded interest) 

g) Am*t in employees’ saving fund 

h) Hatching contribution (Sjsployers 

accuauiatlou furjd) 

i) /jBs’t transferred to annuity and pension 

reserve fund 

4) -■s.ctuarial age factor for 63 years 

iliis figure changes with different ages 
and determines amount of annuity wliich 
may be bought with the fund available# 

k) Aa’t yeciTly annuity above will purchase 

l) Flat 015.00 per month increase for all 

neabers retiring after 10 or more years 
of service* (Passed by last legislature, 

3ub. Oeaate Bill ^57) I80«Q0 

jg) Total yearly pension |12i0.60 

n) Total Eiouthiy retirement benefit for life 104.05 

o) Ho prior service credit received {Would be 

figured in basic annuity) . 



2 900 
1200 
1 800 
?1J72 
1776 
1800 
15548“ 

5548 

$11096 

10.3033 



fl068.60 



Thus is an example computation of a superannuation 
benefit. The salaries used in the exojsple are said to be 
fairly typical of general civil service office workers* 

Te isust rsscraber that regardless of salary, the contribu- 
tions are baaed on & maximum of 13000. Ws can easily 
understand the agitation by the higher salaried employees 
tc bane ouch contrlbutioria on actual salaries# Also we 
see that the actuarial age factor is a determining factor 
in the amount of benefit received* Thus if an employee 
retired at 55 years of age he sight have a larger fund 
credited to him in ths annuity and penaioa reserve fund 
than an employee who retired at 70 years of age but due 
to the actuarial age factor the older employee would 
receive a greater benefit* 
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AP.i?3NDIX VIII 
Social Security 

•’.xaaolea of Old Age Insuraneo Bpnefltn 



Average Monthly 










Wa:TiS 


5 during i>«riod 


To Worker 




To Worker and wife 








llonthly henefite haoed on payment 








-Q.f... 


Tax 


for 3 yr«. 


^.50 






v20*6a 






030.90 


■$100 






25.75 






38.65 


150 






150.90 






46.35 


250 


or 


S20ra 


41.20 






61.80 








llontlily paynenta 'baaed on payment 








of 




for 5 years 


50 






21.00 






31.50 


100 






26.25 






39.38 


150 






Sl.iiO 






47.25 


250 


or 


?.iore 


42.00 






63.00 








Monthly payments baaed on payment 








of 




for 10 years 


50 






22.00 






33.00 


100 






27.50 






41.25 


150 






33.00 






49.50 


250 


or 


more 


44.00 






66.00 








Monthly payiaents 


baaed on payment 








of 


tax 


for 20 yearn 


50 






24*00 






36.00 


100 






30.00 






45.00 


150 






36.00 






54.00 


250 


or 


®ore 


48.00 






72.00 








Monthly paypjents 


baaed on payment 








of 


tax 


for 30 years 


50 






26.00 






30 .00 


100 






32.50 






48.75 


150 






59.00 






58.50 


250 


or 


sgorc 


52.00 






78.00 








Monthly payments 


based on payment 








of 


tax 


for 40 years 


50 






¥o.oo 






40.00 


100 






35.00 






52.50 


150 






42.00 






63.00 


250 


or 


Kore 


56 .00 






S4.00 



120 



Ai>?S.miX VIII (Continued) 

I5xa?aplea 01 * i’*amily Benefita (aocial security) 



Average monthly To widow 
wages of de« over 65 

ceased worker when 65 

during period reached 


To widow of 
any age and 
if one child 
or (Until child 

is is 15 or 18 

if in ochool) 


To one c?iild 
if 16 or 18 if 
In school or 
to one whol3.y 
dependent par- 
ent if 65 » or 
when G5 is 
reached 








'^tenthly benefits 'based 


on pa jWent 










of tax for 3 years 




^ 50 






S * s 


■25 -'^5 


^Jio.30 


100 






19-31 


32-19 


12.88 


150 






25-18 


38.63 


15.45 


250 


or 


more 


30.90 


51.50 


80.60 








Ktontbly benefits hased 


on j>ay:rient 










of tax for 5 years 




50 






15.76 


26 .25 


10.60 


100 






19.69 


32-82 


13.13 


150 






23-63 


39-38 


15.75 


250 


or 


move 


31.50 


52.50 


21.00 








Monthly ‘benefits baaed 


on payment 










of tax for 10 years 


50 






16-50 


27.50 


11.00 


100 






20 . 63 


34.38 


13.75 


150 






24.75 


41.25 


16.30 


250 


or 


njore 


33 .00 


55.00 


22.00 








Moatlily benefits baaed 


on payKjcnt 










of tax for 29 years 


50 






10.00 


30.00 


12.00 


100 






22.50 


37.50 


15.09 


150 






27.00 


45.00 


10.00 


250 


or 


more 


36.00 


^30. 00 


24 .00 








llonthly benefits based 


on payraent 










of tax for 30 years 


50 






19.50 


32.50 


13.00 


100 






24-38 


40.63 


16.25 


150 






29.25 


48.75 


19.50 


250 


or 


more 


39.00 


€5.00 


26.00 








Monthly benefits baaed 


on payment 










Of tax for 40 years 


60 






"21.00 


35.00 


14.00 


100 






26*25 


43.75 


17,50 


150 






31.60 


52.50 


21.00 


250 


or 


more 


42.00 


70.00 


28.00 
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APPjfiKDIX IX 

Benefits Proposed in Federal 'livil I5ervice Isy P.epcrt 
to Accompany Senate Bill 63*? 



IP years of service, 20 years of aervice, 





annuity ^ayabl 


A 


to^ — 


annuity payttble to-- 


Average 




*idow 












salary 


Sn- 


of de- 






’*RJ- 


of de- 




for 


ployee 


ceased Orplio-n of 


pioyee 


ceased Orphan of 


5 years 


on re- 


active 


d.eceaoed 


on r-3- 


active 


deceased 




tire- 


eni- 


act ire 


tire- 


€2i- 


active 




nent 


ployee 


employee 


r.cnt 


plo.yee 


employee 


i 500 


^ 450 


225 


> 


113 


V 450 


V 225 


■ 112 


1,003 


525 


262 




131 


700 


350 


175 


1,500 


600 


300 




150 


800 


400 


20D 


2,000 


675 


33B 




169 


900 


450 


225 


2,503 


750 


575 




188 


1,000 


500 


250 


3,000 


825 


412 




206 


1,100 


550 


275 


3,503 


900 


453 




225 


1,200 


600 


300 


4 ,000 


975 


488 




244 


1,300 


650 


325 


4,500 


1,050 


525 




263 


1,400 


700 


350 


5,000 


1,125 


563 




282 


1,500 


750 


360 


5,500 


1,238 


619 




310 


1,650 


825 




6,000 


1,350 


675 




338 


1,800 


900 




6,500 


1,463 


732 




360 


1,950 


975 




7,000 


1,575 


778 






2,100 


1,050 




7,500 


1,688 


844 






2,250 


1,125 




8,000 


1,800 


900 






2,400 


1,200 




8,500 


1,913 


956 






2,550 


1,275 




0,030 


2,025 


1,012 






2,700 


1,350 




0,500 


2,138 


1,069 






2,850 


1,425 




10,300 


i , 125 








3,000 


1,500 






25 years of so 


rvice, 


30 years of service. 




annuity Tia.ya'ble 




annuity oayabla to — 


$ 500 


450 


3 225 


$ 


113 


V 450 


$ 225 


112 


1,000 


675 


438 




219 


900 


450 


225 


1,500 


1,033 


500 




250 


1,200 


600 


300 


2,000 


1,125 


562 




281 


1,350 


675 


338 


2,530 


1,250 


625 




513 


1,500 


750 


360 


3,000 


1,375 


6B8 




344 


1,650 


825 




3,500 


1,500 


750 




360 


1,800 


900 




4 ,000 


1,625 


813 






1,950 


975 




4,500 


1,750 


v875 






2 , 10 3 


1,050 




5,000 


1,875 


936 






2,250 


1,125 




5,500 


2,063 


1,031 






2,475 


1,238 




6,000 


2,250 


1 , 125 






2,700 


1,350 




6,500 


2,438 


1,219 






2,935 


1,462 




7,000 


2,625 


1,312 






3,150 


1,575 




7,503 


2,813 


1,406 






3,575 


1,638 




8,000 


3,033 


1,500 






3,600 


1,800 
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IX (Continued) 



” ''~ 26 ‘"’fs.'sLrB '6t service, 30 yeaTi of~sc^icet "" 

annu ity )?a ya'ble to-- an n u 1 1 y pay a l>l a t o - - 

Avera/je A’idow “ *idov# 

salary ."t.- of de- lus- of de- 
fer ployee ceased Orphan of ployee ceased urphan of 

5 years on re- act ire deceased on re- active deceased 

tire ec- active tire- es- active 
ment nloyee eah>loyee ment ployee sir^plcyeg 



8,500 

0,000 

‘0,500 

10,000 



"3,188 
3,375 
3 ,503 
3,750 



' 4,594 

1,683 

1,7S1 

1,875 



3,825 11,912 
4,050 2,025 

4,275 2,138 

4 , oO j 2 , aO 
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APPENDIX X * 



Hanl: 


{ •Icauiars and 
por 

Disability 


non regulars) 

■Jithoat 

Disability 


Vcr Cent For 
Disability 


Ax*a>y and 
Air Force 


Gfeaerals 


3S7 


9a 


80;!s: 


'^olonals 


2,254 


775 




Lieut. Sols. 


2,543 


422 


86,1 


isCajors 


3,923 


30 


99;^ 


JI&Ty 


Adairaio 


107 


90 


54,1! 


Coiaaodores 


29 


29 


50,^ 


Cap tains 


660 


475 


5Q.^ 


^ xSoaEBaaders 


574 


196 


75;» 



K ?roa IT» 3» News , jecerfljer 12, 1947, p. 19. 
itm uince June 30, 1940. 
iTvrtc Since Decera'ner 31, 1939. 
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